q:

&

B FRy B 5
BB
SN
/ By ‘%ﬁyﬁé B

o

AL INNUNARAARE

3

EE]

BEFORE THE ARIZONA CORPORATION CCSMML‘éEiéNE D

MARC SPITZER
Chairman
WILLIAM MUNDELL

JAMES M. IRVIN
Commissioner

JEFF HATCH-MILLER
Commissioner -

MIKE GLEASON
Commissioner

SOGKETED BY

IN THE MATTER OF THE QWEST
CORPORATION’S COMPLIANCE WITH
SECTION 252(e) OF THE
TELECOMMUNICATIONS ACT OF 1996.

fizona Corporation Co
Commissioner " ) OCKETED

MAR - 7 2003

IN THE MATTER OF U S WEST
COMMUNICATIONS, INC.'S COMPLIANCE
WITH § 271 OF THE
TELECOMMUNICATIONS ACT OF 1996.

DIHR-T P w2

7 COR CoMMISSION
e

TN ]
33 LJ‘..:,;

DOCKET NO. RT-00000F-02-0271

DOCKET NO. T-00000A-97-0238

QWEST'S NOTICE OF FILING

Qwest Corporation (“Qwest’) hereby provides notice of filing the attached

rebuttal testimonies in both above-captioned dockets on this 7" day of March, 2003:

Larry B. Brotherson, Dana Lynn Filip Crandall, Judith Rixe and Harry M. Shooshan III.

#1396550 v1 - Notice of Filing




RESPECTFULLY SUBMITTED this 7" day of March 2003.

1396550/67817.295

FENNEMORE CRAIG, P.C.

o/

mothy Berg / v
Thep€sa Dwyer
cy Renfro
3003 North Central Ave., Suite 2600
Phoenix, Arizona 85012-2913
(602) 916-5421
(602) 916-5999 (fax)

Mark Brown

QWEST CORPORATION

3033 North 3" Street, 10 Floor
Phoenix, AZ 85012

Attorneys for Qwest Corporation




ORIGINAL and 15 copies of the
foregoing hand-delivered for
filing this 7" day of March, 2003 to:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

COPY of the foregoing hand-delivered
this 7" day of March, 2003 to:

Lyn Farmer, Chief Administrative Law Judge
Jane Rodda, Administrative Law Judge
ARIZONA CORPORATION COMMISSION
Legal Division

1200 West Washington

Phoenix, Arizona 85007

Chris Kempley, Chief Counsel

Maureen Scott, Counsel

ARIZONA CORPORATION COMMISSION
Legal Division

1200 West Washington

Phoenix, Arizona 85007

Ernest G. Johnson

Director, Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

Michelle A. Finical

Legal Division

ARIZONA CORPORATION COMMISSION
1200 W. Washington

Phoenix, AZ 85007

1396550/67817.295



COPY of the foregoing mailed
this 7" day of March, 2003 to:

Eric S. Heath

SPRINT COMMUNICATIONS CO.
100 Spear Street, Suite 930

San Francisco, CA 94105

Thomas Campbell
LEWIS & ROCA

40 N. Central Avenue
Phoenix, AZ 85004

Joan S. Burke

OSBORN MALEDON, P.A.
2929 N. Central Ave., 21* Floor
PO Box 36379

Phoenix, AZ 85067-6379

Thomas F. Dixon
WORLDCOM, INC.
707 N. 17™ Street #3900
Denver, CO 80202

Scott S. Wakefield
RUCO

1110 West Washington
Suite 220

Phoenix, AZ 85007

Michael M. Grant

Todd C. Wiley
GALLAGHER & KENNEDY
2575 E. Camelback Road
Phoenix, AZ 85016-9225

Michael Patten

ROSHKA, HEYMAN & DEWULF
400 E. Van Buren, Ste. 900
Phoenix, AZ 85004-3906

1396550/67817.295




Raymond Heyman

ROSHKA, HEYMAN & DEWULF
400 E. Van Buren, Ste. 900
Phoenix, AZ 85004-3906

Bradley S. Carroll

COX COMMUNICATIONS
20402 North 29" Avenue
Phoenix, AZ 85027-3148

Daniel Waggoner

Greg Kopta

Mary Steele

DAVIS, WRIGHT & TREMAINE
2600 Century Square

1501 Fourth Avenue

Seattle, WA 98101

Traci Grundon

Mark P. Trinchero

DAVIS, WRIGHT & TREMAINE
1300 S.W. Fifth Avenue

Portland, OR 97201

Richard S. Wolters

AT&T LAW DEPARTMENT
1875 Lawrence Street, #1575
Denver, CO 80202

Maria Arias-Chapleau

AT&T LAW DEPARTMENT
1875 Lawrence Street, #1575
Denver, CO 80202

David Kaufman

E.SPIRE COMMUNICATIONS, INC.
343 W. Manhattan Street

Santa Fe, NM 87501

1396550/67817.295 5




Diane Bacon, Legislative Director
COMMUNICATIONS WORKERS OF AMERICA
5818 N. 7" St., Ste. 206

Phoenix, AZ 85014-5811

Philip A. Doherty
545 S. Prospect Street, Ste. 22
Burlington, VT 05401

W. Hagood Bellinger
5312 Trowbridge Drive
Dunwoody, GA 30338

Joyce Hundley

U.S. DEPARTMENT OF JUSTICE
Antitrust Division

1401 H Street N.W. #8000
Washington, DC 20530

Andrew O. Isar

TELECOMMUNICATIONS RESELLERS ASSOC.
4312 92™ Avenue, NW

Gig Harbor, WA 98335

Jeffrey W. Crockett
Thomas L. Mumaw
SNELL & WILMER
One Arizona Center
Phoenix, AZ 85004-0001

Charles Kallenbach

AMERICAN COMMUNICATIONS SERVICES, INC.
131 National Business Parkway

Annapolis Junction, MD 20701

Gena Doyscher

GLOBAL CROSSING SERVICES, INC.
1221 Nicollet Mall

Minneapolis, MN 55403-2420

1396550/67817.295 6




Mike Allentoff

Global Crossing Services, Inc.
1080 Pittsford Victor Road
Pittsford, NY 14534

Andrea Harris, Senior Manager

ALLEGIANCE TELECOM INC OF ARIZONA
2101 Webster, Ste. 1580

Oakland, CA 94612

Lyndall Nipps

ALLEGIANCE TELECOM, INC
845 Camino Sure

Palm Springs, CA 92262

Gary L. Lane, Esq.
6902 East 1* Street, Suite 201
Scottsdale, AZ 85251

Kevin Chapman

SBC TELECOM, INC.

300 Convent Street, Room 13-Q-40
San Antonio, TX 78205

Richard Sampson

Z-TEL COMMUNICATIONS, INC.
601 S. Harbour Island, Ste. 220
Tampa, FL. 33602

Megan Doberneck

COVAD COMMUNICATIONS COMPANY
7901 Lowry Boulevard

Denver, CO 80230

Richard P. Kolb

Vice President of Regulatory Affairs
ONE POINT COMMUNICATIONS
Two Conway Park

150 Field Drive, Ste. 300

Lake Forest, IL 60045

1396550/67817.295 7



Attorney General

Office of the Attorney General
1275 West Washington
Phoenix, AZ 85007

Steven J. Duffy

RIDGE & ISAACSON, P.C.

3101 North Central Ave., Ste. 1090
Phoenix, AZ 85012

Karen L. Clauson

Dennis D. Ahlers

ESCHELON TELECOM

730 Second Avenue South, Ste. 1200
Minneapolis, MN 55402

Rodney Joyce

SHOOK, HARDY & BACON, LLP
Hamilton Square

600 14® Street, NW, Ste. 800
Washington, DC 20005-2004

Dennis Doyle

ARCH COMMUNICATIONS GROUP
1800 West Park Drive, Suite 250
Westborough, MA 01581-3912

David Conn

Law Group

MCLEODUSA INCORPORATED
6400 C. Street SW

PO Box 3177

Cedar Rapids, IA 52406-3177

Diane Peters

GLOBAL CROSSING
180 South Clinton Avenue
Rochester, NY 14646

1396550/67817.295



Gerry Morrison

MAP MOBILE COMMUNICATIONS, INC.
840 Greenbrier Circle

Chesapeake, VA 23320

Frederick Joyce

ALSTON & BIRD, LLP

601 Pennsylvania Avenue NW
Washington, DC 20004-2601

METROCALL, INC.
6677 Richmond Highway
Alexandria, VA 22306

John E. Munger
MUNGER CHADWICK
National Bank Plaza

333 North Wilmot, #300
Tucson, AZ 85711

Brian Thomas

TIME WARNER TELECOM, INC.
223 Taylor Avenue North

Seattle, WA 98109

Deborah Harwood

INTEGRA TELECOM OF ARIZONA, INC.
19545 NW Von Newmann Drive, Suite 200
Beaverton, OR 97006

Paul Masters

ERNEST COMMUNICATIONS INC.
6475 Jimmy Carter Blvd., Ste. 300
Norcross, GA 30071

Bob McCoy

WILLIAM LOCAL NETWORK, INC.
4100 One Williams Center

Tulsa, OK 74172

1396550/67817.295




Mark Dioguardi

TIFFANY AND BOSCO, P.A.
1850 North Central, Suite 500
Phoenix, AZ 85004

Nigel Bates

ELECTRIC LIGHTWAVE, INC.

4400 NE 77" Avenue
Vancouver, WA 98862

Richard M. Rindler

Morton J. Posner

SWIDER & BERLIN

3000 K. Street NW, Ste. 300
Washington, DC 20007

Douglas Hsiao
Jim Scheltema
BLUMENFELD & COHEN

1625 Massachusetts Ave. NW, Ste. 300

Washington, DC 20036

Mark N. Rogers

EXCELL AGENT SERVICES, LLC

2175 W. 14™ Street
Tempe, AZ 85281

Rex Knowles

X0

111 E. Broadway, Suite 100
Salt Lake City, Utah 84111

Penny Bewick

New Edge Networks, Inc.
PO Box 5159
Vancouver, WA 98668

1396550/67817.295

10




Curt Huttsell, Director
State Government Affairs
Electric Lightwave, Inc.

4 Triad Center, Suite 200

~ Salt Lake City, UT 84180

1396550/67817.295

11



BEFORE THE ARIZONA CORPORATION COMMISSION

MARC SPITZER

CHAIRMAN
JIM IRVIN
COMMISSIONER

WILLIAM A. MUNDELL
COMMISSIONER

MIKE GLEASON
COMMISSIONER

JEFF HATCH-MILLER
COMMISSIONER

IN THE MATTER OF )

QWEST CORPORATION’S

COMPLIANCE WITH SECTION 252(e) ) DOCKET NO. RT-00000F-02-0271
OF THE TELECOMMUNICATIONS )

ACT OF 1996

IN THE MATTER OF U S WEST
COMMUNICATIONS INC.’S
COMPLIANCE WITH § 271

OF THE TELECOMMUNICATIONS
ACT OF 1996

DOCKET NO. T-00000A-97-0238

TESTIMONY OF LARRY B. BROTHERSON

MARCH 7, 2003

REDACTED



OO0 Tt Wh =

M.
V.
V.

VL.
VII.

VI

IX.

IX.

Docket Nos. RT-00000F-02-0271; T-00000A-97-0238
Rebuttal Testimony of Larry B. Brotherson

QWEST Corporation

Page i, March 7, 2003

TABLE OF CONTENTS

IDENTIFICATION OF WITNESS ..ot

PURCHASE AGREEMENTS WITH MCLEODUSA AND ALLEGED

ORAL AGREEMENT ..ottt
PROVISIONS REGARDING REGULATORY PARTICIPATION............
AGREEMENTS WITH ALLEGIANCE ...,

CONFIDENTIAL BILLING SETTLEMENT AGREEMENT WITH

PAGING NETWORK (4/23/01) c.eveeeeeieeeeeeeeee e,
UNE-STAR BILLING PROCESSES ...,
30-DAY FILING REQUIREMENT .......ooiiiiiiiiiiiiniiiieceee e
QWEST'S CONDUCT ...t
STAFF'S PENALTY PROPOSAL .....oooiiiiiiiiii e,
A. Monetary PEnalty ......c..oeeeeerieiriiiiiiiiiiiirecceeeeeeeeeeiereeee e

1. Confidential/Trade Secret Stipulation with Eschelon

(2/28/00) ... .eeeeeeeeeeeeeiee e
2. Trial Agreement with Eschelon (7/21/00) .......cccooeiirinnninnnnnn.

3. Confidential Amendment to Confidential/Trade Secret

Stipulation with Eschelon (11/15/00) ................................

-k

Status of Switched Access Minute Reporting Letter with

® N O v

Confidential Billing Settlement Agreement with Eschelon

(T1/15/00) ettt e
9. Implementation Plan with Eschelon (7/31/01)......ccc.cccco........
10.  Confidential Settling Document with McLeod (4/25/00)....

11.  Confidential Billing Settlement Agreement with McLeod

(9/29/00) .ttt et
12. Amendment to Confidential Billing Settlement
Agreement with McLeod (10/26/00) .......ccccoeeeiiiiiininnnnennn.
B. 10% Discount Proposal............c.ceiiiiiiiiiiiiiiiiiiiiiiiiee e,
C. Wholesale Service Quality Changes........cccveeeveieeeiiminienins
D. Independent MONIOT ...,
E. Code of CoONAUCE.......uueiiiiiie ettt
PHASE B ittt ettt ettt e et e e e e e e et as

Eschelon (7/3/01) .o,
Escalation Procedures Letter with Eschelon (11/15/00) .........
Daily Usage Information Letter with Eschelon (11/15/00).......
Feature Letter with Eschelon (11/15/00)........ccoceiiiiiiieeiiiinnnne.




10

11
12
13
14
15

16
17
18
19
20
21

22
23
24
25

Docket Nos. RT-00000F-02-0271; T-00000A-97-0238
Rebuttal Testimony of Larry B. Brotherson

QWEST Corporation

Page 1, March 7, 2003

IDENTIFICATION OF WITNESS
PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

My name is Larry B. Brotherson. | am employed by Qwest Corporation
(“Qwest”) as a director in the Wholesale Markets organization. My business
address is 1801 California Street, Room 2440, Denver, Colorado, 80202. | am
the same Larry Brotherson who filed direct testimony in this proceeding.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

| have reviewed the testimony filed on behalf of RUCO and Staff and would like
to respond to some of the issues raised in that testimony. In particular, my

testimony will address the following:

« | reference specific evidence for the Commission’s consideration as
to whether the written purchase agreements represented the
complete agreement between Qwest and MclLeod or whether the
parties had an oral agreement that Qwest would provide McLeod a

discount or rebate off its purchases from Qwest.

e Eschelon and MclLeod had specific concerns regarding Qwest's
performance under the interconnection agreements. Provisions
regarding regulatory participation in agreements with Eschelon and
MclLeod were expressly contingent on Qwest's satisfying the
concerns of those CLECs so that they would have no reason to
oppose Qwest’s Section 271 efforts.

o Qwest disagrees with Staff's conclusion that two agreements with
Allegiance are not form contracts and are subject to Section 252. In
addition, the language from these forms was contained in other filed

interconnection agreements and available to CLECs. However,
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- Qwest is willing to file such agreements in the future. Qwest also

disagrees with Staff's conclusion that a particular agreement with
Paging Network triggers a filing obligation, and would like clarification

in that regard.

Marylee Diaz Cortez, on behalf of RUCO, made several allegations
regarding Qwest’s billing and accounting processes for the UNE-Star
product. The rates paid by carriers who purchased variations of the
UNE-Star product are contained in filed and approved
interconnection agreement amendments in Arizona, and neither
Qwest's billing processes nor its accounting procedures related to
UNE-Star worked to conceal information from other carriers or

regulators.

Staff, and to some extent RUCO, suggest that Qwest has not
sufficiently demonstrated that any misconduct is limited to the past.
The evidence, however, reflects otherwise. Qwest has a strong
commitment to regulatory compliance, and the insinuations otherwise

are not supported by the facts.

The monetary penalty proposed by Staff is fér too high. Staff's
recommended penalty fails to take into account that the non-
monetary provisions of the Eschelon and McLeod agreements did
not cause any discrimination. Staff also did not consider whether
other CLECs would have been eligible to opt into the monetary
provisions. Those provisions that clearly caused no discrimination

should not be the basis for fines calculated on a daily basis.

Staff's proposal regarding both a prospective and retrospective 10%
discount is also excessive in light of the fact that the alleged

discounts with Eschelon and McLeod have indisputably been
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- terminated and are not ongoing, and that Staff's proposed remedy
therefore grants CLECs more than what either Eschelon or McLeod

actually received.

4 o Staff's proposals regarding a Code of Conduct and changes to
5 wholesale service quality standards are also not appropriate. The
6 aims that Staff seeks to achieve through a Code of Conduct are more
7 than adequately addressed by the clarity provided by the October 4,
8 2002 FCC Order and the remedial actions already implemented by
9 Qwest. Because this docket is exclusively about compliance with
10 Section 252(e), any penalty proposal regarding wholesale service
11 quality standards is inappropriate.
12 e Qwest is willing to obtain and pay for an inde_p‘end‘ent consultant to
13 monitor Qwest’s compliance with its filing obiigations pursuant to the
14 1996 Act.
15 » Phase B of this proceeding, which will look at individual carrier opt-in
16 issues, is limited to the provisions in the agreements at issue that
17 pertain to ongoing 251 services. That is, CLECs can opt into only
18 those agreements that have ongoing provisions relating to Section
19 251, cannot opt into backward-looking settlement payments, and
20 must be eligible in terms of being similarly situated and being
21 obligated to assume related provisions.
22 L PURCHASE AGREEMENTS WITH MCLEODUSA AND ALLEGED
23 ORAL AGREEMENT

24 Q: HAVE YOU READ CLAY DEANHARDT'S AND MARYLEE DIAZ CORTEZ’S
25 TESTIMONY RELATED TO THE OCTOBER 26, 2000 PURCHASE
26 AGREEMENTS BETWEEN MCLEOD AND QWEST?
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Yes.

COULD YOU DESCRIBE THE WRITTEN AGREEMENTS?

McLeod and Qwest entered into two Purchase Agreements. Under the terms
of the McLeod Purchase Agreement (Exhibit MDC-2A), MclLeod agreed to
purchase from Qwest Communications Corporation (“QCC”) and its
subsidiaries a minimum amount of “telecommunications, enhanced or
information services, network elements, interconnection or collocation services
or elements, capacity, termination or origination services, switching or fiber
rights.” The total value of McLeod's commitment to Qwest was [BEGIN
TRADE SECRET] RepAacTep . [END TRADE SECRET] Under the terms of
the Qwest Purchase Agreement (Exhibit MDC-2B), QCC agreed to purchase
quarterly between January 1, 2001 and December 31, 2003 a set minimum
amount of products from McLeod. The total value of QCC’s commitment to
McLeod was [BEGIN TRADE SECRET] REDACTED . [END TRADE
SECRET] Both the McLeod Purchase Agreement and the QCC Purchase
Agreement are take or pays, meaning that in the event the purchaser failed to
meet the minimum, it agreed to pay the vendor the difference between the

amount of actual purchases and the amount of the minimum.

WERE YOU INVOLVED IN THE NEGOTIATION OR IMPLEMENTATION OF
THESE PURCHASE AGREEMENTS?

No.

MR. DEANHARDT AND MS. CORTEZ TESTIFIED THAT MCLEOD AND
QWEST ENTERED INTO AN ORAL AGREEMENT IN OCTOBER OF 2000
FOR QWEST TO PROVIDE MCLEOD WITH A DISCOUNT OR REBATE OF UP
TO 10% OFF ALL MCLEOD’S PURCHASES FROM QWEST. IS THERE ANY
ADDITIONAL EVIDENCE FOR THE COMMISSION TO CONSIDER?
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I refer the following to the Commission for its consideration of this issue: Mr.

Deanhardt based his testimony largely on the affidavit and deposition of Blake
Fisher, McLeod's former Group Vice President and Chief Planning and
Development Officer, in which Mr. Fisher stated that Qwest and Mcleod
entered into an oral agreement for a 10% discount. See Exhibit CD-4. Mr.
Fisher described a conference call during which Qwest representatives
allegedly agreed to provide McLeod with a discount. The reliability of these
statements is questionable, not only because they constitute hearsay, but also
because Mr. Fisher did not subject his version of the events to live cross-
examination under oath at the Minnesota hearing, despite the issuance of a

subpoena directing him to appear.

| also refer for the Commission’s consideration certain actions taken by McLeod
during the time period the conversations described by Mr. Fisher allegedly
occurred. Thatis, McLeod authored and faxed to Qwest on October 23, 2000 a
draft Service and Billing Agreement. That draft agreement was in the form of a
take-or-pay arrangement rather than a discount. That agreement is marked as
Exhibit LBB-26 and was received and maintained in the regular course of
busiriess.” An attachment to that draft agreement contains [TRADE SECRET

BEGINS] | 1

REDACTED

[TRADE SECRET ENDS] Mcleod’s actions in drafting such an
agreement are at odds with the alleged oral discount described by Mr. Fisher.

The companies’ accounting treatment of the payments made by QCC to
Mcleod is also inconsistent with a discount and consistent with a purchase
agreement. Qwest initially booked the payments made by Qwest to McLeod as

a reduction in revenue. However, in June 2001, before this proceeding or the
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1 proceeding in Minnesota was initiated, this was corrected and the payments
2 made pursuant to the Purchase Agreement were booked as expenses, which is
3 consistent with a Qwest purchase of products. If the transaction was for a
4 discount, the payments to McLeod would have booked as a reduction in
5 revenues. Exhibit LBB-27 is a journal entry reflecting that accounting
6 treatment. LBB-27 was produced and maintained in the regular course of
7 business. McLeod booked the payments it received from QCC as revenue,
8 rather than as a reduction in cost. This accounting treatment is also
9 inconsistent with a discount or rebate and consistent with a purchase
10 agreement. True and correct copies of McLeod's responses to interrogatories
11 11, 12, and 13 in the Minnesota proceeding are attached as Exhibit LBB-28.
12 | also refer for the Commission’s consideration the fact that the transaction
13 described by Mr. Fisher and Mr. Deanhardt is inconsistent with the written and
14 signed agreements between the parties. The Purchase Aéreements expressly
15 provide that they “may be amended or altered only by written instrument
16 executed by an authorized representative of both Parties.” (f 1.2.) The
17 transaction described by Mr. Fisher and Mr. Deanhardt is outside the scope of
18 this legally binding agreement.

19 Q: DID QWEST TAKE ANY ACTIONS AS A RESULT OF THE ALLEGATIONS
20 THAT IT AGREED TO PROVIDE MCLEOD WITH A 10% DISCOUNT OR
21 REBATE?

22 A Yes. First, Qwest began negotiating with McLeod to terminate not only the

23 written purchase agreements, but also any alleged oral discount agreement.
24 On September 19, 2002, the parties cancelled the Purchase Agreements and
25 any amendments as of June 30, 2002. One of the purposes of the termination
26 agreements was to resolve any issues as to whether MclLeod was receiving
27 any services or rates that were not offered to other CLECs on a going forward

28 basis.
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In addition, as a result of the allegations regarding a discount and other

allegations regarding Qwest’'s compliance with Section 252, Qwest instituted a
number of remedial actions, which | described in my direct testimony. These
remedial actions, such as the formation of the wholesale review committee,
focused not only upon ensuring that Qwest files written provisions containing
ongoing obligations to provide Section 251 services, but also to protect against

oral agreements relating to terms, conditions, or rates for Section 251 services.

DID QWEST TERMINATE ANY OTHER AGREEMENTS THAT ARE AT
ISSUE?

Yes. As | mentioned in my direct testimony, as a remedial measure and in
response to allegations of discrimination that some CLECs were receiving

services that other CLECs were not, Qwest terminated several of the

'agreements at issue in this proceeding. In particular, Qwest and Eschelon

cancelled several of their agreements in a settlement agreement executed in
March 2002.

MARTA KALLEBERG, ON BEHALF OF THE STAFF, TESTIFIED ON PAGE 79
STARTING AT LINE 19 THAT “QWEST MAINTAINED DURING THIS
PROCEEDING THAT ANY TERMINATED AGREEMENTS DID NOT NEED TO
BE FILED FOR COMMISSION APPROVAL. STAFF BELIEVES THAT THIS
POSITION MAY HAVE PLAYED A PART IN QWEST'S DECISION TO
TERMINATE THESE ESCHELON AND MCLEOD AGREEMENTS.” IS
STAFF’S BELIEF CORRECT?

No. Qwest's reasons for terminating the agreements were: (1) to settle
ongoing disputes with Eschelon and MclLeod arising from the agreements, and
(2) to stop any allegedly discriminatory conduct. There were questions
regarding the appropriateness of the Qwest and McLeod arrangements, and
without being able to agree with McLeod as to the legally binding agreements

between the two companies, it was important to clarify the ongoing relationship
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and remove any suggestions that on a going forward basis Qwest had improper
2 agreements with McLeod.
3 Moreover, the premise of Staff's testimony in this regard is mistaken. Qwest
4 determined which agreements should be currently on file to ensure that on a
5 going forward basis every CLEC has an opportunity to receive the same
6 services. Because terminated agreements or provisions do not serve as the
7 basis for providing services in the future, Qwest did not include those
8 agreements in its September 2002 filings of past agreements. The FCC
9 agreed with and supported this practice as a means of curing any violation on a
10 going forward basis. See Memorandum Opinion and Order at § 490, WC
11 Docket No. 02-314 (Dec. 20, 2002). Qwest did not perform this task of filing
12 agreements with ongoing terms related to Section 251(b) or (c) services to
13 suggest that subsequent termination relieves the company of liability or
14 responsibility for not filing them as of the time of execution. Indeed, in my
15 Direct Testimony in this proceeding, Qwest conceded that in retrospect of the
16 FCC October 4, 2002 order, certain terminated agreements fall within the filing
17 standard. The real issue before the Commission is how to deal with those
18 agreements now, in light of the fact that 1) Qwest has filed all on-going
19 provisions pertaining to Section 251(b) and (c) services, and (2) a definitive
20 filing requirement encompassing all agreements between ILECs and CLECs is
21 now available, but was not at the time of the agreements’ execution.
22 L PROVISIONS REGARDING REGULATORY PARTICIPATION
23 Q: TABLE 9 ON PAGE 74 OF MS. KALLEBERG’'S TESTIMONY LISTS 5
24 AGREEMENTS THAT HAVE CLAUSES REGARDING REGULATORY
25 PARTICIPATION, TWO OF WHICH CONCERN ESCHELON’S AND
26 MCLEOD’S PARTICIPATION IN QWEST’S SECTION 271 APPLICATION. DO
27 YOU HAVE ANY RESPONSE?
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First, I'd like to point out that on page 31 of her testimony, Ms. Kalleberg

concedes that the Escalation Procedures Letter from Qwest to Eschelon dated
11/15/00 “does not require non-participation.” This business-to-business
agreement provides that Qwest and Eschelon will “(1) develop an
implementation plan by which to mutually improve the companies’ business
relations and to develop a multi-state interconnection agreement, (2) arrange
quarterly meetings between executives of each company to address
unresolved and/or anticipated business issues; and (3) establish and follow
escalation procedures designed to facilitate and expedite business to business
dispute resolutions.” The agreement further provided that “if the agreed upon
Plan is in place by April 30, 2001, Eschelon agrees to not oppose Qwest's
efforts regarding Section 271 approval or to file complaints before any
regulatory body concerning issues arising out of the Parties’ Interconnection

Agreements.”

Under these terms, Eschelon and Qwest agreed to deal in good faith with each
othef to create and execute a plan to address business issues between the
companies. This plan would have the corollary effect of satisfying any
concerns Eschelon might have regarding Qwest's § 271 efforts. Eschelon’s
agreement to not oppose Qwest's § 271 efforts was made expressly contingent

upon the parties’ ability to agree upon and implement such a plan.

Second, in response to discovery served by Staff, McLeod stated that it “has
orally agreed to remain neutral on (neither support nor oppose) Qwest's 271
applications so long as Qwest is in compliance with all our agreements and
with all applicable statutes and regulations. McLeodUSA does not have any
agreement to stay out of all Qwest-related proceedings.” See McLeod's
Response to Staff 3:4 (mistakenly identified as responding to Staff's Set 2),
attached as Exhibit LBB-29. This is consistent with Qwest's belief that if it
addressed all CLECs’ issues, including MclLeod’s, carriers would have no
reason to oppose Qwest's 271 efforts. In the event that Qwest did not comply
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with its contractual or other legal obligations, McLeod could certainly have

raised those issues in a regulatory forum. This is further supported by
McLeod’s statements that “[d]ecisions not to participate in regulatory
proceedings are the result of considerations related to allocation of limited
legal/regulatory resources at McLeodUSA” and “[aJs long as Qwest was in
compliance there was little or no basis or reason to participate” (see McLeod’s
Responses to Staff 3:2 and 3:5, attached as Exhibit LBB-29) and “McLeodUSA
does not know what, if any, issues would have been raised in the absence of
[the agreement to remain neutral if Qwest remained in compliance].” See
Mcleod’s Response to Staff 3:8, attached as Exhibit LBB-29.

Although Qwest reasonably believed in the past that resolutions of issues
pending in any docket were encouraged by the law in Arizona, Qwest will in the
future submit all resolutions and settlements of disputes in cases of general
applicability (including for example Alternative Forms of Regulation (AFORs),
mergers and acquisitions, and others of that type) to the Arizona Commission

for review.

AGREEMENTS WITH ALLEGIANCE

HAVE YOU REVIEWED THE PORTIONS OF MS. KALLEBERG’S TESTIMONY
RELATED TO THE INTERNETWORK CALLING NAME DELIVERY SERVICE
AGREEMENT DATED MARCH 23, 2000 AND THE DIRECTORY ASSISTANCE
AGREEMENT DATED JUNE 29, 2000, BOTH WITH ALLEGIANCE?

Yes. On page 18 of Ms. Kalleberg's testimony, she states that Staff disagrees
that these agreements are service order or contract forms, although she agrees
that they were based on template agreements, and believes that such
agreements should be filed pursuant to Section 252. Another interpretation of
the FCC'’s October 4, 2002 Order is that Section 252(a) and (e) do not require
the filing of such form contracts reflecting terms already available to CLECs
through other filed and approved interconnection agreements or the SGAT.
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See Mermorandum Opinion and Order at 275 n. 1789, WC Docket No. 02-314

(Dec. 20, 2002) (noting that Directory Assistance agreements are not 251-
related and that the provisions in the Internetwork Calling Name Delivery

Service Agreement are available through SGATSs in certain states).

It is important to point out, however, that no discrimination resulted due to these
agreements, because the same contract language was available to all CLECs
through other agreements or the SGAT. Thus, while the parties may debate
whether a particular document should have been filed, it is undisputed that no
CLEC was harmed, because similar provisions were available. In any event, to
resolve the issue for the future, Qwest is willing to file these form ICNAM and
Directory Assistance contracts with the Arizona Commission under Section
252(e).

CONFIDENTIAL BILLING SETTLEMENT AGREEMENT WITH PAGING
NETWORK (4/23/01)

HAVE YOU REVIEWED THE PORTIONS OF MS. KALLEBERG’S TESTIMONY
RELATED TO THE APRIL 23, 2001 CONFIDENTIAL BILLING SETTLEMENT
AGREEMENT WITH PAGING NETWORK?

I have. Paragraph 5 of that agreement provides that Paging Network will opt
into the Arch Interconnection Agreements. Ms. Kalleberg states on page 61 of
her testimony that “this Agreement for Paging Network to opt-in to the
Interconnection Agreement of Arch makes it clear that Paging Network’s opt-in
was not automatic, but had to be accomplished by an amendment to the
Interconnection Agreement of Arch.” In this situation, Arch actually acquired
Paging Network toward the end of 2000, and this agreement indicates that the
Arch Interconnection Agreement would govern. Qwest believes that when, as
here, a carrier merges with another carrier, and simply assumes the contract of
that other carrier, without changing or adding any going-forward terms, no filing

obligation is triggered. Also, the Paging NeMork agreement contains only the
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provision in which Paging Network will operate under the Arch Interconnection

Agreement; it does not contain any particular obligations pertaining to Section
251 services. And again | must point out that whether only the Arch agreement
was on file or an identical agreement with the name Paging Network at the top
was filed in addition to Arch, all of the terms and conditions of the Arch

agreement were available and on file. No CLEC discrimination occurred.

Indeed, there are occasions in which a CLEC wiI.I assign its interconnection
agreement to another CLEC. Under these circumstances, it has been the
expectation that the CLEC receiving the assignment notifies the state
commissions of the assignment in addition to notifying Qwest. In this scenario,
Qwest is not creating new or additional obligations to provide Section 251
services, and thus it is Qwest’s understanding that the filing requirement is not

implicated.

The Paging Network situation exemplifies that not all of the questions regarding
the Section 252(e) filing obligation have clear answers. And in any event,
Qwest is willing to make filings in the future pursuant to the Commission's

direction on these types of issues.

UNE-STAR BILLING PROCESSES

HAVE YOU REVIEWED MARYLEE DIAZ CORTEZ’S TESTIMONY FILED ON
BEHALF OF RUCO?

Yes. She raises several issues relating to Qwest’s billing and accounting
processes for the UNE-Star product that Qwest would like to respond to. An
affidavit from Arturo Ibarra, Jr. is attached to my testimony as Exhibit LBB-33.
In his affidavit, Mr. Ibarra explains that when UNE-Star was developed, Qwest's
mechanized billing system did not accommodate the new product. As a result,
Qwest and the carriers who purchased a variation of UNE-Star (Eschelon and

McLeod) implemented a manual “true-up” process for UNE-Star billing. Under
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that process, Qwest would bill the carriers at resale rates, the carriers would

pay those rates in full, and then Qwest would calculate the difference between
the resale bill and what the carriers would have been billed under the rates in
the UNE-Star interconnection agreement amendments. Any difference would
be wired back to the carriers. Mr. Ibarra explains that updating Qwest's
mechanized system to bill for UNE-Star was not the simple process that Ms.
Cortez assumes that it is. Mr. Ibarra also explains that the true-up process did
not conceal the rates for UNE-Star. The rates paid by Eschelon and McLeod
for the UNE-Star product after the true-up process were the rates contained in

filed and approved interconnection agreement amendments in Arizona.

Mr. Ibarra’s affidavit also addresses Ms. Cortez’s testimony characterizing
Qwest's accounting of the UNE-Star rates as “peculiar’ and “off-book.” He
explains the methods by which Qwest maintains its general ledgers, which is
consistent with standard practices in the telecommunications industry. In
particular, he explains that “off book” is an accounting term used to describe
the journaling process for two types of accounting timing difference entries,
such as varying rates of depreciation, and that the payments from Eschelon
and McLeod for the UNE-Star product are not “off book” in the sense
suggested by Ms. Cortez. Those payments are recorded consistent with
Generally Accepted Accounting Principles in the ledgers Qwest prepares in
compliance with the FCC Part 32 chart of accounts and in the Financial
Reporting books used to report Qwest's financials to the investment

community.

30-DAY FILING REQUIREMENT

STAFF IDENTIFIES FIVE AGREEMENTS THAT IT STATES WERE FILED BY
QWEST, BUT WERE NOT FILED WITHIN THE 30-DAY FILING
REQUIREMENT IN A.A.C. R14-2-1506(A). DOES QWEST HAVE ANY
RESPONSE TO THAT TESTIMONY?
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On page 69 of her testimony, Ms. Kalleberg states that Qwest's efforts with

regard to these agreements “demonstrate[] an effort to submit these
interconnection agreements in accordance with the law.” Qwest acknowledges
that these agreements were filed outside of the 30-day window required by
A.A.C. R14-2-1506(A) and will make every effort in the future to comply with

that requirement.

QWEST’S CONDUCT

HAVE YOU REVIEWED THE PORTIONS OF MS. KALLEBERG’S TESTIMONY
RELATED TO QWEST’S CONDUCT?

Yes. There are several points in that testimony | would like to respond to.
First, on page 77, Ms. Kalleberg states with regard to Qwest's internal
committee formed in May 2002 to review all wholesale settlement agreements,
“The fact that Qwest points to an internal review process that should have been
in place since the inception of the 1996 Act as the primary example of its desire
to comply with Section 252(e) does not demonstrate any true change in its
conduct.” Qwest disagrees. As an initial matter, neither the Act nor any FCC
orders dealing with the Act require such an internal process. Qwest is not
aware of any other ILEC with a similar compliance proceés, and there is no
basis for Staff's suggestion that Qwest's formation of a committee is somehow
delinquent. And, as shown by the Paging Network issues discussed above, the
filing requirement is not always clear. Qwest's committee establishes a
process to review and consider these types of issues. Moreover, Qwest
respectfully disagrees with Staff's contention that the formation of a new
committee, where one did not exist previously, is not an indication of a change

in conduct.

Ms. Kalleberg also states that the internal review committee “should have
caught” the agreements that were filed in September 2002 earlier. | would like

to clarify that the purpose of the internal review committee is to review all newly
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executed wholesale settlement agreements to determine whether they are

required to be filed pursuant to Section 252. That is, the committee’s mission is
to ensure compliance on a going forward basis. The committee was not tasked
with formulating litigation positions related to past agreements that are the

subject of pending commission investigations.

As Ms. Kalleberg points out though, once Qwest did review the agreements
that were the subject of commission investigations, not only did Qwest file the
ongoing terms for commission approval, but it also posted them on its website
to make them publicly available to other CLECs. Staff concedes that Qwest
was not required to take that step. Even though litigation was ongoing, Qwest
wished to take an affirmative step to ensure that no discrimination was

occurring. Qwest believes that its actions demonstrate its good faith.

ARE THERE ANY OTHER POINTS RELATED TO QWEST'S CONDUCT THAT
YOU WOULD LIKE TO RESPOND TO?

Yes. | Ms. Kalleberg acknowledges that Qwest has replaced certain executives
and re-structured the wholesale organization. However, she then states (on
page 79) that “these two members of senior management were not the only
Qwest employees involved in the Eschelon and McLeod negotiations. Others
who were involved in the negotiations or the relationship between Eschelon
and MclLeod are still employed by Qwest.” Staff does not identify any current
employee who has done anything wrong or inappropriate, but nonetheless
suggests that by mere association with certain customers or transactions,
employees should suffer consequences. Qwest does not operate in that

manner.

Similarly, Clay Deanhardt, testifying on behalf of RUCOQ, states that Exhibit CD-
32, which is an e-mail from Steven Davis’ files, is evidence that both Qwest and

Mcleod “understood that the terms in the Dispute Resolution Agreement were
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1 interconnection terms,” but intentionally chose not to file those terms. The
2 structure of Mr. Deanhardt's discussion of Exhibit CD-32 implies, without
3 foundation, that Mr. Davis intended not to file provisibns within the filing
4 requirement. The exhibits, and common sense, do not support Mr. Deanhardt's
5 conclusions. Exhibit CD-32 is an e-mail from a Qwest employee to Mr. Davis
6 - without any message, and which simply attached an e-mail from Randy Rings
7 of McLeod to the other Qwest employee. An affidavit from Mr. Davis is
8 attached to my testimony as Exhibit LBB-30. As Mr. Davis explains, because
9 the e-mail attaches a document, but the message from Mr. Rings says that the
10 attachment does not reflect the terms of the negotiations, he would not have
11 opened the document in his normal practice, because it was not final. Mr.
12 Davis does not recall ever opening or reviewing the document, but in any event
13 nothing about the attached document imputes any ill motive to Mr. Davis even if
14 he did open it. The ftitle of the document is "Interconnection Agreement
15 Terms," so it is likely that he would have believed that the agreement and its
16 terms would be filed if he had seen it.
17 Thus, the facts are that Mr. Davis did not write the agreement, he did not write
18 the email, and he did not respond to the email. There is no evidence that he
19 did anything but receive a forwarded email originally addressed to another
20 person. The most reasonable interpretation of these events is that Mr. Davis
21 would not have read the draft agreement, and even if he did, would have
22 understood that someone intended to file such terms with the commissions.
23 Mr. Deanhardt has no basis to accuse Mr. Davis of being involved in anything
24 regarding the failure to file any contracts or provisions at issue in this case.
25 Further, Mr. Davis’s affidavit affirmatively rules out any such involvement.
26 In sum, Staff's and RUCO’s aspersions on Qwest's current employees are
27 unfounded. They are unable to point to any evidence that suggests that any
28 current employee acted with an intent to discriminate against any wholesale
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customer or to violate Section 252. Vague and unsubstantiated insinuations

regarding current employees, named or otherwise, should not be taken as

evidence that Qwest lacks a strong commitment to regulatbry compliance.

DO YOU HAVE ANY RESPONSE TO MS. KALLEBERG’S TESTIMONY
REGARDING QWEST'S BRACKETING OF PROVISIONS IN AGREEMENTS
FILED FOR COMMISSION APPROVAL?

Yes. On page 80 of her testimony, Ms. Kalleberg states that Qwest's
bracketing of portions of agreements that it filed for Commission approval on
September 9, 2002 was an attempt “to limit the role of the Commission in its
review of these agreements.” That is not the case. When Qwest submitted the
previously unfiled contracts with CLECs, it marked, highlighted, or bracketed
those terms and provisions that Qwest believes related to Section 251(b) or (c)
services and have not been terminated or superseded by agreement,
commission order, or otherwise. Qwest believed this would reduce the
confusion that could otherwise arise given that these contracts were not
prepared as interconnection agreements, sometimes cover muiltiple subjects,
and are of various ages. Although Qwest marked the effective provisions that it
believed relate to Section 251(b) and (c), Qwest submitted’the entire contracts
to state commissions, which were, of course, free to review, comment, or
disagree with Qwest's determinations. In addition, submitting the entire
contract made it possible for the Commission to view the context of the on-
going terms to the extent the Commission believed the context was relevant to
its decision. In fact, that is exactly what the Commission did. The Commission
reviewed the agreements in their entirety and ordered Qwest to refile some of
the agreements with certain provisions excised. Qwest fully complied with that
order. The filing of the agreements in their entirety for review cannot fairly be

deemed an attempt to limit the Commission’s role.
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In sum, Qwest's submission of the full agreements with the bracketing of

certain provisions was the best method of petitioning the Commission to
approve individual ongoing provisions relating to Section 251 services and also
of providing additional information that the Commission may wish to consider.

DO YOU HAVE ANY RESPONSE TO MS. KALLEBERG’'S TESTIMONY
REGARDING QWEST’S CONDUCT DURING DISCOVERY?

Yes. On page 80 of her testimony, Ms. Kalleberg also states that Staff
encountered difficulty in “obtaining information on which unfiled agreements
were canceled, terminated, superseded, or had expired.” Ms. Kalleberg
suggests that this alleged difficulty “brings into question the idea that Qwest's
conduct has changed.” In fact, the work necessary to determine whether the
agreements were canceled, terminated, superseded or expired represents a
large amount of time and analysis. Qwest repeated that analysis when it
responded to the Staff's request and placed such information into a
comprehensive and accurate document specific to the Arizona agreements.

Thus, responding to the Staff's request was particularly time-consuming.

Qwest has acted in good faith in responding to all discovery requests in this
docket, and the discovery requested by RUCO and the Siaff in this case has
been quite voluminous. Qwest has not objected to the large volume of
discovery, but on the other hand Qwest disagrees that the difficulty of
responding to every request on the extremely expedited schedule of this case
reflects any sort of ill intent regarding the filing requirement.

STAFF’S PENALTY PROPOSAL
HAVE YOU REVIEWED THE PENALTIES PROPOSED BY STAFF?

Yes. On pages 87 through 89 of Ms. Kalleberg’s testimony, Staff recommends
that Qwest be fined $15,047,000 under Ariz. Rev. Stat. §§ 40-424 and 40-425.
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1 Staff reaches this figure by recommending a flat $15 million penalty with
2 respect to the Eschelon and McLeod agreements and the non-participation
3 clauses. Staff concludes that Qwest's actions with regard to those agreements
4 were ‘“intentional, willful, and contrary to Commission rules and processes.”
5 Staff then recommends additional fines of $3000 for each of the remaining 12
6 agreements with carriers other than Eschelon and McLeod that should have
7 been fited (for a fine of $36,000) and a fine of $1000 for each of the 11
8 agreements with carriers other than Eschelon and McLeod that Qwest filed for
9 Commission approval in September 2002 (for a fine of $11,000). In addition,
10 Staff recommends five forms of what it described as non-monetary penalties:
11 (1) Staff proposes that Qwest be ordered to file all of the previously unfiled
12 agreements — including those that were terminated, superseded, or have
13 expired — and that interested CLECs be permitted to opt into those agreements
14 for two years from the date of Commission approval. i
15 (2) Staff recommends that Qwest provide each CLEC (other than Eschelon and
16 McLeod) with a cash payment totaling 10% of the CLEC’s purchases of Section
17 - 251(b) or (c) services and 10% of its purchases of intrastate access from
18 Qwest in Arizbna for the period from January 1, 2001 through June 30, 2002.
19 In addition, Staff proposes that Qwest provide each CLEC (except Eschelon
20 and McLeod with a credit totaling 10% of its purchases of Section 251(b) or (c)
21 services and 10% of its purchases of intrastate access from Qwest in Arizona
22 for 18 months following the date of the Commission’s decision.
23 (3) Staff recommends certain wholesale service quality standard modifications
24 for particular PIDs.
25 (4) Staff proposes that Qwest obtain and pay for an independent monitor to
26 oversee Qwest's compliance with Section 252(e) in Arizona for at least two
27 years.
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(5) Staff recommends that Qwest develop a Code of Conduct “that will govern

its relationship with CLECs and include prohibitions against the same (or

similar) anti-competitive actions revealed in this investigation.”

DOES QWEST AGREE WITH STAFF’S PENALTY RECOMMENDATION?

No. I would like to address several aspects of Staff’s penalty proposal.

A. Monetary Penalty

DOES QWEST AGREE WITH THE MONETARY FINE PROPOSED BY
STAFF?

Qwest believes that the fine proposed by Staff does not reflect 1) the difficulty
in divining which documents should be filed when making a good faith effort to
comply, and 2) the fact that even if a determination is made that a document
should have been filed, in most cases, the failure to file had a negligible impact
on CLECs because similar terms were already available from other sources.

Thus the technical breach did not result in actual discrimination.

As an initial matter, I'd like to point out that Staff's current list of agreements
that it believes should have been filed differs from the list Staff provided in
Exhibit G of its Supplemental Report. See Testimony of M. Kalleberg at 12:4-
13. Although both lists contain 28 agreements, there are a number of
differences. For example, Staff removed four Facility Decommissioning
Agreements and several settlement agreements that were on the list provided
with its Supplemental Report. Staff concedes that it revised its list in light of the
October 4, 2002 FCC Order. This highlights the lack of clarity in the Section
252 filing standard prior to the guidance issued by the'FCC. On page 76 of Ms.
Kalleberg's testimony, she further states that “Staff recognizes that not only
Qwest, but other parties did not uniformly interpret the 1996 Act. Staff, in its

own review, could understand how one agreement could be seen to both fall,
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and not fall, under the filing standard articulated by the 1996 Act and clarified

by the FCC.” The extraordinarily high penalties proposed by Staff are not
consistent with this recognition of the lack of clarity regarding Section 252(e).

Furthermore, Staff reaches the $15 million figure by assessing contempt
penalties for all of Qwest’'s agreements with Eschelon and McLeod. Qwest
presented extensive evidence — which has not been rebutted by Staff or RUCO
— that the vast majority of the provisions in agreements with Eschelon and
McLeod did not discriminate against other CLECs. As an initial matter, Staff
did not differentiate the non-monetary provisions in these agreements from the
monetary provisions. | would like to briefly discuss each of these agreements,
other than the alleged discount agreements, below and explain the unrebutted
evidence that demonstrates that other CLECs were not harmed by the non-
monetary provisions and would not have been eligible to opt into the monetary

provisions. -
1. Confidential/Trade Secret Stipulation with Eschelon (2/28/00)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

Yes. Paragraph 7 of that agreement states in part, “the parties agree for
settlement purposes that reciprocal compensation for terminating internet traffic
shall be paid at the most favorable rates and terms contained in an agreement
executed to date by USWC.” On page 16 of my direct testimony, | testified that
Eschelon did not bill Qwest for any Internet-related traffic between the date of
this agreement and November 15, 2000, when the parties terminated the
February 28, 2000 term for Internet-related traffic and agreed to a bill and keep
arrangement. The bill and keep arrangement was filed as an Interconnection
Agreement Amendment with the Arizona Corporation Commission and
approved on February 2, 2001. See 9 1.2 of Exhibit LBB-5. No party has
disputed that the ATl agreement dated February 28, 2000 did not result in any
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reciprocal compensation payments for Internet traffic from Qwest to Eschelon

and therefore did not result in any discrimination against other CLECs. The bill
and keep agreement did not result in Eschelon’s recéiving any reciprocal
compensation that other CLECs did not receive. In addition, no CLEC has
opted into the bill and keep provision in the time since it has been filed. Once
again, no actual discrimination resulted from this agreement.

Paragraphs 11 and 12 of the Confidential/Trade Secret Stipulation relate to an
on-site dedicated coach. Dana Filip’s Direct Testimony on behalf of Qwest (on
pages 5-8) demonstrated that an on-site service manager was available to
other CLECs in an interconnection agreement approved by this Commission on
February 2, 2001; other CLECs received the same service; and Qwest's 271
service metrics have been continually improving for all CLECs. This evidence

was not disputed.
2. Trial Agreement with Eschelon (7/21/00)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

The Trial Agreement contains details regarding the on-site dedicated
provisioning team mentioned in paragraphs 11 and 12 of the Confidential/Trade
Secret Stipulation. As | just discussed, no party has refuted Dana Filip's
testimony that all CLEC customers have assigned service managers, and the
Qwest employees on all service teams perform the exact same functions as the
Service Manager and Service Delivery Coordinator at Eschelon. Also, no party
refuted her testimony that the existence of an on-site team was disclosed in a
filed interconnection agreement in Arizona. Again, since an on-site team
provision was available to opt into, no CLEC was discriminated against by this

agreement.
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1 3. Confidential Amendment to Confidential/Trade Secret
2 Stipulation with Eschelon (11/15/00)
3 Q: DID THIS AGREEMENT DISCRIMINATE AGAINST OTHER CLECS?
4 A Paragraph 2 of this agreement contains a provision by which Qwest agreed
5 that “[flor any month (or partial month), from November 1, 2000 until the
6 mechanized process is in place, during which Qwest fails to provide accurate
7 daily usage information for Eschelon’s use in billing switched access, Qwest
8 will credit Eschelon $13.00 (or pro-rata portion thereof) per platform line per
9 month as long as Eschelon has provided the WTN information to Qwest.” To
10 determine the discriminatory effect, if any, of price-related provisions such as
11 this one, it is relevant to consider whether other CLECs would have qualified for
12 the price-related terms if those terms had been filed and approved. This
13 provision relates to and resolves disputes with Eschelon over billing of the
14 UNE-Star service. UNE-Star is a UNE-P product, but “unlike other UNE-P
15 products, it did not have a mechanized process available for tracking switched
16 access. The express terms of this agreement make clear that this credit was
17 offered only insofar as a mechanized process for daily usage information for
18 UNE-Star was not in place. Even though the UNE-Star option was available for
19 CLECs to opt into (through amendments to Eschelon’s and MclLeod's
20 interconnection agreements approved by the Commission on February 2,
21 2001), CLECs other than Eschelon and McLeod were not taking a variation of
22 the UNE-Star service and therefore could not have opted into the credit related
23 to non-mechanized billing for that service. And there is no evidence that other
24 CLECs did not charge inter-exchange carriers for switched access.
25 4. Status of Switched Access Minute Reporting Letter with
26 Eschelon (7/3/01)
27 Q: DID THIS AGREEMENT DISCRIMINATE AGAINST OTHER CLECS?
28 A No. Paragraph 2 increases the per line per month credit for switched access
29 from a pro rata portion of $13 to a pro rata portion of $16. Again, this provision
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arose because of the manual process in place for tracking switched access on

the UNE-Star platform. Carriers that were not on UNE-Star would not be
eligible for this credit, because they had actual reports that enabled them to bill
access. Paragraph 2 of this letter also states that Qwest will pay Eschelon
$2.00 per line per month for Qwest's intralLATA toll traffic terminating to
customers served by Eschelon’s switches. This provision relates to access
service provided by Eschelon to Qwest, and not to a service or element
provided by Qwest to Eschelon, and has no Section 251-related discriminatory
impact on other CLECs. Further, there is no evidence from other CLECs that

they were not billing Qwest for switched access.
5. Escalation Procedures Letter with Eschelon (11/15/00)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

Yes. Paragraph 2 of this agreement establishes quarterly executive meetings
between the companies, and paragraph 3 establishes a five-level escalation
process. No party refuted Dana Filip’s testimony that she often attends
quarterly meetings with wholesale customers other than Eschelon. Ms. Filip
also testified in her rebuttal testimony that Eschelon does not receive favorable
treatment as a result of the escalation provision, and that absent a contractual
obligation it is standard industry practice that a problem would be escalated up

through the reporting chain
6. Daily Usage Information Letter with Eschelon (11/15/00)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

As | explained on page 27 of my direct testimony, Eschelon and McLeod are
the only CLECs that purchase a variation of the Commission-filed and

approved UNE-Star product. Until a mechanized process was implemented for
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UNE-Star, Qwest provided switched access records to Eschelon through the

manual process described in this letter. Because no other CLECs purchased
UNE-Star, none would be eligible for terms specifically associated with that
product. No party has refuted that testimony.

7. Feature Letter with Eschelon (11/15/00)
DID THIS AGREEMENT DISCRIMINATE AGAINST OTHER CLECS?

No. As with the Daily Usage Information Letter | just discussed, this agreement
related specifically to the UNE-Star product, a product aill other CLECs were
free to purchase if they chose.

8. Confidential Billing Settlement Agreement with Eschelon
(11/15/00)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

Yes. .Paragraphs 1 and 2 state that Qwest releases Eschelon’s conversion and
termination fees associated with conversion from resale to UNE-Star in
exchange for a payment of $10 million. As | stated on page 29 of my direct
testimony, that provision is reflected in 9 2.1 of the 7" Amendment to
Eschelon’s Interconnection Agreement, which was approved on February 2,
2001. See Exhibit LBB-5. Because this term was publicly available, it could
not have discriminated against other CLECs. Paragraph 1 Confidential Billing
Settlement also obligates Qwest to “provide elements in combination to
Eschelon together with the call origination, call termination, and call type
information to Eschelon.” As | explained in my direct testimony, CLECs that
purchase UNE-P receive call origination, call termination, call duration and call
type information through their Daily Usage Files. That information is necessary
to CLECs to enable them to properly bill access charges, and Qwest does not
charge any CLEC for that information. See
http://www.qwest.com/wholesale/clecs/duf.ntml. Thus, CLECs were receiving
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the identical free information for their UNE-P product that Eschelon received for

its UNE-Star product. No party has refuted my testimony demonstrating that no
discrimination resulted from the terms of the Confidential Billing Settlement.

9. Implementation Plan with Eschelon (7/31/01)

DID QWEST PRESENT EVIDENCE DEMONSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

Yes. Paragraph 4 of the Implementation Plan addresses tracking of Qwest’s
service and also obligates the companies to attend quarterly meetings at the
executive level to review and prioritize service improvements. No party has
refuted Dana Filip’s testimony that performance measures are tracked for every
individual‘CLEC and at an aggregate company level. Ms. Filip also testified
that service teams often develop a streamlined view of a selected set of key
metrics for an individual customer report card for the purpose of
managing/tracking individual CLEC service performance and service
improvement plans. Moreover, as a senior vice president for wholesale

service, Ms. Filip often attends quarterly meetings with wholesale customers.

Attachment 3 to the Implementation Plan states how Qwest will calculate local
usage charges associated with UNE-P switching on Eschelon’s toll traffic.
Paragraph 3.1 of the agreement expressly refers to Attachment 3.2, §(B) of
Amendment No. 7 to the Interconnection Agreement between Eschelon and
Qwest in Arizona (approved on February 2, 2001), which discloses that
‘[a]dditional local usage charges will apply to usage associated with toll traffic,"
and was approved by the Arizona Commission. Moreover, the formula in
Attachment 3 for the calculation of local usage charges utilized the same local
switching rate elements assessed to all UNE-P customers. And, Attachment 3
was filed with the Arizona Commission in May of 2002 and has been approved.
See Qwest’'s Response to RUCO 21-017, attached as Exhibit LBB-31. No
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party has refuted this evidence demonstrating that this agreement did not

cause actual discrimination.
10.  Confidential Settling Document with McLeod (4/25/00)

DID QWEST PRESENT EVIDENCE DEMO‘NSTRATING THAT THIS
AGREEMENT DID NOT DISCRIMINATE AGAINST OTHER CLECS?

Yes. | explained on page 36 of my direct testimony that Paragraph 1.b of the
Settlement Document does not pertain to Section 251(b) and (c) services. The
letter states that “McLeodUSA will agree to pay the $.04/$.06 rates for
subscriber list information.... (1 1b) (emphasis added) Subscriber list
information is a Section 222 service, not a 251 service, and the rates stated in
this document simply reflect the rates stated by the FCC in its Section 222
Subscriber List Information Order. Moreover, most CLECs purchase their
listings in the competitive marketplace and do not purchase subscriber lists

from Qwest.

Paragraph 1(c) of the Confidential Settling Document states that the parties will
amend their interconnection agreement to revert to bill and keep. Qwest did file
a bill and keep amendment with Mcl.eod in Arizona on Noyember 1, 2000, so
this term was available to all CLECs and did not discriminate against other
carriers. See Exhibit LBB-4.

Paragraph 1(d) states that all interim rates (except reciprocal compensation
rates) will be treated as final. Also, any rates in final state commission orders
in the 14-state territory through April 30, 2000, and going forward until
December 31, 2002, will be applied prospectively to MclLeod and not
retroactively. The parties also agreed not to bill each other for any true-ups
associated with final commission orders. This provision was filed for Arizona
Commission approval in September 2002, and published on Qwest's wholesale
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website for opt-in by other CLECs. To Qwest's knowledge, no CLEC has

asked to opt into this provision, despite its availability.

11.  Confidential Billing Settlement Agreement with McLeod
(9/29/00)

DID THIS AGREEMENT DISCRIMINATE AGAINST OTHER CLECS?

No. Paragraphs 1 and 2 state that Qwest releases McLeod's conversion and
termination fees associated with conversion from resale to UNE-Star in
exchange for a payment from MclLeod to Qwest of $38.5 million. The
conversion fee was subsequently increased to $43.5 million in paragraph 2 of
the Amendment to Confidential Billing Settlement Agreement dated October 26,
2000. § 2.1 of the Fourth Amendment to McLeod'’s Interconnection Agreement
(which was filed on December 21, 2000) discloses that McLeod agreed to pay
Qwest $43.5 million to convert to the UNE-Star platform. See Exhibit LBB-14.

Paragraph 1 of the Confidential Billing Settlement Agreement also states that
Qweét will provide McLeod with call origination, call termination, and call type
information as part of the new platform. As | discussed above in connection
with the Confidential Billing Settlement Agreement with Eschelon dated
November 15, 2000, all CLECs that purchase UNE-P receive that information
at no charge from Qwest. No party has refuted this evidence demonstrating
that no discrimination resulted from this agreement.

12.  Amendment to Confidential Billing Settlement Agreement with
McLeod (10/26/00)

DID THIS AGREEMENT DISCRIMINATE AGAINST OTHER CLECS?

No. As | just discussed, this agreement increased the conversion fee to the
UNE-Star platform to $43.5 million, as was disclosed in the Fourth Amendment
to MclLeod’'s Interconnection Agreement approved by the Commission on
February 2, 2001. Paragraph 1 of this agreement reiterated that McLeod would
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receive call origination, call termination, and call type information as part of the
new platform — information that is available to all CLECs on UNE-P.

3 * *k K

Q:  WHAT IS THE SIGNIFICANCE OF THIS EVIDENCE OF NON-
DISCRIMINATION?

6 A: As Mr. Shooshan explains in his rebuttal testimony, contempt penaities are
7 inappropriate in this situation. However, even if contempt penalties were
8 appropriate for some agreements, they are not appropriate for the vast majority
9 of the agreements with Eschelon and McLeod, which did not discriminate in
10 any way against other CLECs.  Furthermore, if contempt penalties were
11 assessed for the alleged discounts provided to Eschelon and McLeod, those
12 penalties would not be nearly as great as the $15 million fine proposed by Staff.
13 Staff contends that the alleged McLeod discount was in effect from October 2,
14 2000 through September 19, 2002 — a total of 717 days. Staff contends that
15 the alleged Eschelon discount was in effect from November 15, 2000 through
16 March 2, 2002 — a total of 472 days. At most therefore, even assuming that
17 penalties may be assessed on a daily basis (which Qwest does not concede)
18 and applying the Staff's own formula, the maximum penalty for those |
19 agreements would be $5,945,000. But even that penalty would be seriously
20 disproportionate given the complete absence of discrimination Qwest has
21 demonstrated (and that neither Staff nor RUCO has refuted).
22 B. 10% Discount Proposal

23 Q: DOES QWEST DISAGREE WITH STAFF'S PROPOSAL REGARDING A 10%
24 DISCOUNT?

25 A Yes. Staff recommended that Qwest provide each CLEC other than Eschelon
26 and MclLeod with a cash payment equal to 10% of its purchases of Section
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251(b) or (c) services and 10% of its purchases of intrastate access from

Qwest in Arizona during the period from January 1, 2001 through June 30,
2002. Staff also recommends that Qwest provide each CLEC with a credit
equal to 10% of its purchases of Section 251(b) or (c) services and 10% of its
purchases of intrastate access from Qwest in Arizona for 18 months following
the date of a decision in this matter. This proposal of both a retroactive and
prospective discount offer goes beyond the terms of the alleged discount
agreements with Eschelon and MclLeod. As witnesses for both Staff and
RUCO testified, any payments to Eschelon and McLeod were terminated by
settlement agreements and are not ongoing. Those settlement agreements
make clear that the consideration for any payments was solely the settlement
of past disputes; all going forward provisions in those agreements were filed for
Commission approval. Awarding a going-forward discount to other carriers far
exceeds the terms of the alleged agreements with Eschelon and McLeod.

In addition, this case is premised upon necessary contract filings under Section
252, which in turn are defined by contractual provisions addressing Section
251(b) and (c) services. Therefore, any remedies that address non-251
services, that do not have to be filed under Section 252, such as switched

access services, should not be part of an appropriate remedy.

C. Wholesale Service Quality Changes

DOES QWEST AGREE WITH STAFF'S PROPOSAL REGARDING
WHOLESALE SERVICE QUALITY CHANGES?

No. Staff recommends modifying the standards for some Performance
Indicator Definitions (PIDs) in Qwest's Arizona PAP. Staff bases this
recommendation on Qwest’s proposal in Minnesota’s proceeding on Qwest's
compliance with Section 252. However, the Staff's proposed PID modifications
go beyond and are not consistent with Qwest’s proposal in Minnesota. But

more to the point, the Arizona Commission is not addressing wholesale service
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quality in this docket. In contrast, the Minnesota Commission for years has

been hearing a docket concerning wholesale service quality, and the Minnesota
commissioners requested Qwest to provide a wholesale service quality
proposal that could be considered with a proposal regarding unfiled
agreements to resolve both of those cases. And, the Minnesota Commission
did not approve Qwest's proposals to resolve those cases. In sum, Qwest's
proposal in Minnesota was to resolve both the wholesale service quality and
the 252(e) dockets pending before the Minnesota Commission. It is not
appropriate to attempt to inject service quality issues into this proceeding,
which is solely about Qwest’'s compliance with Section 252.

D. independent Monitor

DOES QWEST AGREE WITH STAFF'S PROPOSAL REGARDING AN
INDEPENDENT MONITOR? "

Staff recommends that Qwest obtain and pay for an independent consultant,
apprdved by the Commission, who would conduct Section 252 compliance
reviews of Qwest on a quarterly basis for the next two years. Qwest is willing
to agree to this proposal. Qwest is confident that it is in compliance with
Section 252 and is certainly willing to have the Commission monitor its

compliance on a going forward basis through an independent consultant.

E. Code of Conduct

DOES QWEST AGREE WITH STAFF'S PROPOSAL REGARDING A CODE
OF CONDUCT?

No. A Code of Conduct is not necessary, and it ex¢eeds the scope of this
docket, which relates to compliance with Sections 251 and 252. Qwest
operates under the FCC's October 4, 2002 Order for compliance with Sections
251 and 252, and under a Corporate Code of Conduct for all of its business
dealings. Exhibit LBB-32 is a true and correct copy of Qwest's Code of
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Conduct.” Exhibit LBB-32 was produced and maintained in the regular course

of business. Those are more than sufficient to ensure that Qwest complies with
its obligations under Sections 251 and 252. '

PHASE B

IN ITS SUPPLEMENTAL REPORT AND RECOMMENDATION, STAFF
PROPOSED THAT ISSUES RELATING TO A SPECIFIC CARRIER’S ABILITY
TO OPT-IN TO ANY OF THE PREVIOUSLY UNFILED AGREEMENTS
SHOULD BE ADDRESSED ON A CASE-BY-CASE BASIS AS DISPUTES
ARISE AND RECOMMENDED A PHASE B OF THIS DOCKET BE SET UP
FOR THAT PURPOSE. DOES QWEST HAVE ANY COMMENTS REGARDING
SUCH A PHASE B?

Qwest agrees with the Staff that a separate body of law under Section 252(i) of
the 1996 Act governs these issues. Staff's proposal that opt-in issues be
treated on a case-by-case basis as issues arise is reasonable. However, there
are several general principles that would apply in any situation. First, not all of
the provisions in the agreements at issue pertain to ongoing Section 251
services. Many of the agreements here contain other terms, such as
settlements of historic disputes with backward looking consideration. Section
252(i) of the Act permits CLECs to pick and choose only interconnection
provisions. Accordingly, these other terms, including settlement provisions,
should not be made available for other CLECs to attempt to opt into.

Second, in order to opt into an ongoing provision related to Section 251(b) or
(c) services, a CLEC must be similarly situated to the contracting CLEC and
must accept all related terms. The FCC orders and rules implementing Section
252 impose both substantive and procedural constraints on the opt-in process.
CLECs may not use Section 252(i) to strip individual provisions in an
interconnection agreement out of context and thereby avoid the related terms
and conditions on which that provision is premised. See, e.g., Implementation
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of the Local Competition Provisions in the Telecommunications Act of 1996,

First Report and Order, 11 FCC Rcd 15499, 16139 1 1315 (1996) (“Local
Competition Order’). When a CLEC invokes its “pick and choose” rights, it
must “accept all terms that [the ILEC] can prove are ‘legitimately related’ to the
desired term.” Southwestern Bell Tel. Co. v. Waller Creek Communications,
Inc., 221 F.3d 812, 818 (5th Cir. 2000) (citing lowa Utils. Bd., 525 U.S. at 396).
This limitation is not confined to pricing provisions; the federal regulations
governing the FCC are clear that CLECs must agree to accept “the same terms
and conditions, in addition to rates, as those provided in the agreement” if they
wish to opt in. 47 C.F.R. § 51.809(a) (emphasis added). For that reason, opt-
in does not ordinarily proceed automatically in every case: if a CLEC refuses to
accept the terms and conditions that are legitimately related to the desired
provision, the ILEC is permitted to seek adjudication under the relevant state
process. Local Competition Order 9 1321. In other words, even if each of the
agreements at issue had originally been filed and appro_ved, opt-in by other
CLECs would have been considered on a case-by-case basis, and in no case
would the CLEC have been entitled to ignore related provisions of the

agreements.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes it does.
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1. My name is Larry B Brotherson. | am Director of Wholesale Advocacy for Qwest
Corporation in Denver Coloradot. | have caused to be filed written rebuttal
testimony and exhibits in support of Qwest Corporation in Docket No.
RT-00000F-02-0271.

2. | hereby swear and affirm that my answers contained in the attached testimony to
the questions therein propounded are true and correct to the best of my
knowledge and belief.

Further affiant sayeth not.

(2 /ﬁ ﬁ'ﬂ“ ‘%4 )"

\ Lar;y/B Brotherson

SUBSCRIBED AND SWORN to before me this ﬁ/ A __day of //ch/\, ,
200 3
/lr\{ ) C /
vﬁuﬂ% /Ol r

[ Notary Public residing at
\ Penver Colorado

My Commission Expires: _ 4~ /3 =~ QOO ¢




BEFORE THE ARIZONA CORPORATION COMMISSION

MARC SPITZER

CHAIRMAN
JIM IRVIN
COMMISSIONER

WILLIAM A. MUNDELL
COMMISSIONER

MIKE GLEASON
COMMISSIONER

JEFF HATCH-MILLER
COMMISSIONER

IN THE MATTER OF
QWEST CORPORATION’S

)
COMPLIANCE WITH SECTION 252(e) ) DOCKET NO. RT-00000F-02-0271

OF THE TELECOMMUNICATIONS
ACT OF 1996

IN THE MATTER OF U S WEST
COMMUNICATIONS INC.’S
COMPLIANCE WITH § 271

OF THE TELECOMMUNICATIONS
ACT OF 1996

EXHIBITS O

)

)

F LARRY B. BROTHERSON

MARCH 7, 2003

DOCKET NO. T-00000A-97-0238



EXHIBIT — LBB-26

REDACTED
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STAFF 3-1:

STAFF 3-2:

STAFF 3-3:

STAFF 3-4:

STAFF 3-5:

STAFF 3-6:

STAFF 3-7:

STAFF 3-8:

STAFF 3-9:

STAFF 3-10:

STAFF 3-11:

STAFF’S THIRD SET OF DATA REQUESTS TO
McLEODUSA

Have you been an active participant in prior ACC proceedings? Please list
any proceedings in which you have been active in the last two years.

Did your company participate in the 271 proceeding in Arizona at any
time? Please indicate the time period in which you participated. If
your Company elected not to participate, what were the reasons behind
its decision?

If your response to Question 3-2 is yes, please indicate the issues raised
by you and whether they were satisfactorily resolved.

Is there any agreement with Qwest, oral or written, which currently, or has
in the past, limited your ability to participate in the Arizona Corporation
Commission’s (“Commission’) Section 271 proceeding?

If your response to Question 3-4 is yes, would you have actively
participated in the proceeding but for such agreement? If applicable, why
did your company agree not to participate in the ACC’s Section 271
proceeding.

If your response to Question 3-4 is yes, please describe in detail how your
ability to participate was limited.

If your response to Question 3-4 is yes, how long was your ability to
participate affected? Please specify the relevant time period.

If your response to Question 3-4 is yes, what issues would you have raised
if your ability to participate had not been limited by oral or written

agreement with Qwest?

If your response to Question 3-4 is yes, have all of the issues which you
would have raised been addressed in the Commission’s 271 process?

If you response is no, please describe in detail what issues were not
addressed that relate to Qwest’s compliance with Section 271.

Please describe in detail the consequences to your not being able to raise
any unresolved issue contained in your response to the prior question.

Are you aware of any 271 issue you believe was not adequately addressed
in the Arizona 271 proceeding as a result of Qwest’s unfiled agreements
with certain CLECs? Please describe any such issues in detail.



STAFF 3-12:

STAFF 3-13:

STAFF 3-14:

Has any agreement between you and Qwest caused you to refrain from
raising relevant issues during any other related proceeding? Have you
ever refrained from participating in any Commission evidentiary
proceeding involving Qwest for any reason. Please discuss in detail
any such circumstances.

If your company has agreed not to participate in any Arizona Commission
proceeding, including the 271 proceeding, what benefit did you obtain
through your agreement not to participate?

Please provide copies of any agreements referenced above which have not

already been provided to the Commission by either Qwest or your
Company.
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McLeodUSA Responses to Staff

Swuaff 2:1 ) » .
Yes, in proceedings directly related to McLeodUSA or its affiliates (certification, change

of control, etc.).

Staff 2:2 .
No. Decisions to participate or not to participate in regulatory proceedings are the result

of considerations related to allocation of limited legal/regulatory resources at
McLeodUSA. See Response to Staff 2:5.

Staff 2:3
Not applicable.

Staff 2:4

Although it is not clear to McLeodUSA whether the following “limited” its ability to
participate in any particular proceeding, McLeodUSA states that it has orally agreed to
remain neutral on (neither support nor oppose) Qwest's 271 applications as lang as
Qwest is in compliance with all our agreements and with all applicable statutes and
regulations. McLeodUSA does not have any agreement to stay out of all Qwest-related
proceedings.

s
A

Staff 2:§ '
Unknown. As long as Qwest was in compliance there was little or no basis or reason to
participate. We have focused legal and regulatory resources on SBC/Ameritech because
our problems with them are more severe.

Staff 2:6 : :
See response to Staff 2:4. Assuming that response describes a limitati‘on, there were no
other specific limitations. :

Staff 2:7 :
Sce response to Staff 2:4. Assuming that response describes a limitation, there were no
other specific limitations. :

Staff 2:8 '
McLeodUSA does not know what, if any, issues would have been raised in the absence
of the statement provided in its respoase to Staff 2:4.

Staff 2:9
See response to Staff 2:8.

Staff 2:10 :
See response to Staff 2:5 and 2:8.
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Staff 2:11
Not at this time.

Staff 2:12 '

No. To the extent that McLeodUSA has not participated in other related proceedings
(e.g., UNE pricing), the decision has been the result of considerations related to
allocation of limited legal/regulatory resources at McLeodUSA. See response to Staff

2:5.

Staff 2:13
McLeodUSA did not agree “not to participate™ in any partxcula.r proceeding. See
responses to Staff 2:4 and 2:5.

Staff 2:14
See responses to Staff 2:4, 2:5 and 2:13. McLeodUSA believes that all agreements
referenced above were provided to either the Commission or Staff by Qwest.
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I, R. Steven Davis, of lawful age being first duly sworn, state:

1. My name is R. Steven Davis. | am employed by Qwest as the Senior Vice
President for Public Policy. | am submitting this affidavit in response to the
testimony of Clay Deanhardt on behalf of RUCO in Docket No. RT-00000F-02-
0271.

2. | have reviewed the portion of Mr. Deanhardt's testimony in which Mr. Deanhardt
discusses Exhibit CD-32. Mr. Deanhardt claims that this exhibit “shows Qwest
and McLeod working together to find ways to conceal the existence of the
discount agreement from other CLECs and state regulators, including the
Commission.” Mr. Deanhardt then states that this e-mail came from my files. |
am responding to the implication raised by this testimony that | was involved in
any way in an agreement to provide McLeod with a discount or in an effort to
conceal any information from the Commission.

3. Exhibit CD-32 is an e-mail from James Gallegos to me, forwarding an e-mail from
Randy Rings, who was at that time the General Counsel at MclLeod. There is no
message to me on the forwarding e-mail from Mr. Gallegos. The e-mail from Mr.
Rings attaches a document, but states, “This document now needs a bunch of
new changes. It has several things | now know are not the deal.”

4. | usually receive over one hundred e-mails every business day, and | try to use
the time | have to review emails as efficiently as possible. | simply do not have
the time to review every email attachment sent to me. Therefore | am selective
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on which attachments | may read. Also, it is not my normal practice to review
drafts of agreements or other documents unless a particular issue has been
brought to my attention.

5. | do not have any specific recollection that | opened or reviewed the attachment
to Exhibit CD-32, and it would have been outside my usual practice to do so.
The email from Mr. Gallegos did not bring any particular issue to my attention,
and the language forwarded from Mr. Rings says that the attachment does not
reflect the then-current state of discussions between the companies. Under
these circumstances, | do not believe that | would have opened the attachment
and reviewed it. Indeed, to the best of my recollection, | did not review the
McLeod agreement at issue, or any drafts thereof, until after they became the
subject of discovery requests from the Minnesota Department of Commerce in
the Spring of 2002.

6. Furthermore, even if | did open the attachment to Exhibit CD-32, itis unlikely that
| would have suspected that this agreement would not be filed pursuant to
Section 252. The title of the agreement is “Interconnection Agreement
Amendment Terms,” which suggest to me that the parties planned to file it and
the terms contained within it for state commission approval.

7. Finally, to the extent there is language in this agreement that Mr. Deanhardt
believes evidences an intent to conceal information from regulators, that
language evidently was drafted by an employee at McLeod, and not by me or :: -
anyone else at Qwest. :

8. | categorically deny Mr. Deanhardt's insinuation that | did anything or had any
knowledge or intent regarding a violation of the filing requirement with respect to
any agreement, or regarding any undisclosed discount agreement or
arrangement with McLeod or any other CLEC.

R. Steven Davis

Further affiant sayeth not.

SUBSCRIBED AND SWORN to before me this QZ: day of March 2003.

.

Notary Public residing at
Denver, Colorado

My Commission Expires: P B ,

ey
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Arizona
RT-00000F-02-0271
RUCO 21-017

INTERVENOR: Residential Utility Consumer Office

REQUEST NO: 017

Admit that the specific terms set out in Paragraphs 2.1 through 2.1.3, 2.2
and Attachment 2, 2.3, 3.1 and Attachment 3, 4 through 4.3, and 8 of Eschelon
Agreement VI do not appear in any approved Arizona interconnection agreement
or amendment thereto between Qwest and Eschelon.

RESPONSE:

With the exception of Attachment 3, Eschelon VI has been terminated by the
parties. However, Qwest admits that the specific terms set out in paragraphs
2.1 through 2.1.3, 2.2 and Attachment 2, 2.3, 3.1 and Attachment 4 through 4.3
and 8 of Eschelon Agreement VI do not appear in any approved interconnection
agreement or amendment between Qwest and Eschelon in Arizona. However, with
regard to paragraphs 2.2, 2.3 and Attachment 2, see Section 1.3 of Amendment 7
to the Interconnection Agreement between Eschelon and Qwest. Furthermore,
Attachment 2 is a standard provisioning escalation chart used by Qwest with
all of its wholesale customers and is available on Qwest’s wholesale website.
In addition, paragraph 3.1 expressly refers to Attachment 3.2, §III(B) of
Amendment No. 7 to the Interconnection Agreement between Eschelon and Qwest in
Arizona, which discloses that “[a]dditional local usage charges will apply to
usage associated with toll traffic,” and was approved by the Arizona
Commission. The formula in Attachment 3 for the calculation of local usage
charges utilized the same local switching rate elements assessed to all UNE-P
customers. And, Attachment 3 was filed with the Arizona Commission in May of
2002 and has been approved.

Respondent: Legal
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The issuance of this Code does not represent an employment contract and
creates no contractual rights between Qwest and employees. Unless covered
by a collective bargaining agreement, employment with Qwest is at-will which
means that either the employee or Qwest may terminate the relationship at
anytime, with or without cause.

Nothing in this Code, any Corporate Policies, or other communications by
Qwest creates an employment contract or term of employment or any promise
of specific treatment upon which an employee can rely.

Qwest reserves the right to change or modify this Code and associated
policies for any reason, at any time, with or without advance notice.

Reprinted January 2002

©2000, 2002 Qwest Communications International Inc. All Rights Reserved.
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As we work together at prst to change the way the world communicates, we
have exciting new opportunities in a dynamic and competitive global
marketplace. Amidst the change, one thing that must remain constant is our
uncompromising commitment to act with integrity and to conduct business
according to the highest ethical standards.

The trust and confidence of our customers, shareowners and employees remain
our most valued assets and our reputation for honesty and integrity depends on
the individual decisions we.make every day.

That is why this Code of Canduct is so important.

¢ The Code emphasizds our commitment to executing work
with excellence.

* |t links our vision, buéiness priorities and standards of conduct.
|
» The Code recognizes that we are faced with difficult decisions in a
rapidly changing industry, and provides a framework and resources
to help us make the right legal and ethical choices.
Please review this booklet ¢arefully, ask questions to clarify how the
Code relates to your job and report known or suspected violations. Let
the Code serve as a guide to your conduct in meeting customer and
shareowner expectations. ;
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Our Vision anq Character

Our vision is to build shareowher value by becoming the market leader for worldwide
broadband Internet communiqations and application services.

We put the customer first At Qwest, customer service is our top priority. We are
measured by customer standards.

We are committed to creating shareowner value through growth, continued
execution with excellence and speed to market.

We are a team of innovators, demonstrated by our leading-edge technologies and
our visionary approach to serving customers. We are results driven and accountable
for our performance.

We work hard, smart and fast to deliver innovative products and services.

We demonstrate teamwbrk, flexibility, commitment, discipline and professionalism,
leading by example through our words and actions.

We are committed to opén, honest and candid communication with all employees.

We act with integrity. We conduct business safely and according to the highest
standards of legal and qthical conduct, believing our reputation is key to our success.
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About the Code of Conduct

You must read and use the Code to help ensure that business decisions follow our
commitment to ethics, our poncnes, and the law. Adherence to the Code and policies is
essential to enhancing our ethlcal reputation among customers, shareowners, and

employees.

The Code and policies are a ghide to legal and ethical conduct at Qwest,

* Review this entire booklet. Think about how the Code and policies relate to your
job and consider how you mlght handle situations to avoid illegal, improper, or
unsthical actions.

* If you have questions, ask jour supervisor, Human Resources representative, Legal
Affairs or the Corporate Com'pliance Advice Line (800-333-8938).

¢ The Code applies worIdW|de to all employees and others who represent or act on
our behalf. ;

* Review the corporate policiés that are applicable to you and your job, Understand
what they require of you and where to ask for assistance.

Employees who violate this Céde and corporate policies may be subject to disciplinary
action - up to and including termination of employment.

Make Ethical f_;Decisibns

A law or policy will sometlme§ dictate the required conduct to make an appropriate
decision. More often, you must interpret the situation, seek advice and make ethical

choices. :
t

When facing a situation, ask t_hese questions:
* Are there laws and regulations to consider?
f
i
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* Does the decision comply with Qwest policy and this Code?

* How does this decision affect you and others (customers, shareowners, suppliers,
partners, competitors, Qwest, and other employees)?
o How does the decision Iookf:to others? Even an innocent action can have the
appearance of wrongdoing.;
i
¢ How would it look if this deCision were made public” Could it be explained?

» What implications will anserfrom this decision? Would additional advice be helpful?
Your supervisor is usually in the best position to help. Contact the Corporate
Compliance Advice Line if you need additional assistance.

! |
Report Violations

You are expected to recognize and report actual or potential problems and seek advice
when you have a question. If you observe or suspect a violation of the law, the Code or
Qwest policies, report it to your manager, or to the Corporate Compliance Advice Line
(800-333-8938). Qwest Investlgates reports of suspected violations. Employees who, in
good faith, report suspected violatzons will not be subject to disciplinary action.

You may make anonymous reports. We will attempt to keep your name confidential if
- you make anonymous reports. However, if we determine that we should reveal an
employee’s identity to enforce this Code or to comply with applicable law or judicial
process, we will do so. ;

s’
You must cooperate in mvestlgatnons of alleged violations of this Code and other
corporate policies. !

l
i
!
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You are responsible if you violate the Code even it you report the violations.
We may discipline managers who condone, permit, or fail to take appropriate action
against the illegal, unethical or improper conduct of others.

i

| | '
Maintain a Professional
Work Environment :

Qwest values the unique contributions of each individual employee. We trust that as

valuable members of the Qwest team everyone will treat one another with courtesy, |
respect and dignity. Managers‘ at Qwest maintain an “open door" policy regarding / :
employee questions. You are responsnble for maintaining a professional and productive

work environment and should: bnng questions and concems to your manager.

NON-DISCRIMINATION

Qwest supports equal employment opportunity and complies with affirmative

action requirements. Do not discriminate or harass on the basis of race, gender,

age, sexual orientation, religion, national origin, disability or covered veteran status. You
are responsible for promo’ang .a workplace free of unlawful discrimination and harass-

ment.

}
SEXUAL HARASSMENT
Sexual harassment is illegal and strictly prohibited. Sexual harassment can include
unwelcome sexual advances, requests for sexual favors, unsolicited physical contact,
unwelcome flirtations, offensive verbal, visual or physical conduct of a sexual nature,
suggestive or lewd remarks, unwanted hugs or touches, offensive jokes or visuals,
pornography and sexually explicit material.

|
Sexual harassment can manifest itself in subtie ways. Actions made without any inten-
tion to harass may upset or offend others. Even conduct that does not rise to
the level of unlawful sexual harassment may violate Qwest paolicy and be grounds
for discipline.
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KEEP IN MIND ,‘

* Call Human Resources/EEQ: with questions or concerns about discrimination or
harassment. Report alleged violations of policy or law to the Corporate Compliance
Advice Line (800-333-8938).

13

. P, .
« We will not tolerate harassment in any form — conduct, speech, written notes, pho-

{os, cartoons, or electronic mail,
l
« Managers must report and take appropriate action on suspected violations of our

non-discrimination and sex;ual harassment policies.

* You violate the law and (n(:f Cude if you relaliate against an employee for making a
good faith report or participating in the investigation of discrimination or harassment.

Avoid Conflicif‘s of Interest
|

!

Always act in the best interests of Qwest and safeguard our reputation from any con-
flicts of Interest or even the appearance of a conflict. Avoid any invesiment, interest,
association, or activity that may cause others to doubt your judgment or integrity, or that
interferes with your ability to perform job duties objectively and effectively.

!

!
EMPLOYMENT OF HEI;ATIVES

You may not supervise relativg.s or exercise direct or indirect influence over other
employment decisions involving your relatives.

4
)

OUTSIDE INTERESTS I

If you or members of your family have financial interests in a competitor's or supplier's
firm, you must not allow those interests to impact your ability to make impartial
decisions on behalf of Qwest..
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You must obtain advance approval from Legal Affairs if you plan to serve on an outside
board (for-profit, non-profit, techmcal advisory). Report all time spent on outside board
activities as personal or vacagon

If you hold a job outside of 0v{/est, it must not interfere with your ability to make
decisions in the company's best interest or to perform your duties on behalf of Qwest
during required business hours. Employment by a supplier or competitor is a conflict
of interest and is not allowed iimless approved by Corporate Compliance.

An employee’s direct investmént in stock, warrants or options issued by any other
company may create a conﬂlct of interest if the other company has a commercial
or equity refationship with Qwest. To avoid a conflict of interest, Legal Affairs must
approve, in advance, all direct investments, including “friends and family" programs.
You must notify your supervisor and Corporate Compliance prior to seeking or being
appointed to public office. E

KEEP IN MiND

* Do not use company time, mater/als information or other assets in connection with |
outside employment or other personal interests.

» Disclose any potential or actual conflict of interest to Corporate Compliance.
f

» Consult with your manager lor Corporate Compliance if you are uncertain whether
a conflict exists.

GIVING AND ACCEPTING BUSINESS COURTESIES

Your interests conflict with those of Qwest when you use your position (directly or
indiractly) for private gain, to advance personal interests or to obtain favors. If you
are in a position to make or inﬂuence a decision regarding a business transaction
between Qwest and a third party, you must not accept anything of substantial value
from that party. ;
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Avoid giving or accepting any ltem including cash or its equivalent, that could be
construed as a bribe or klckback or that could give the impression of trying to influence
business judgment.

The reasonable and infrequent offer or acceptance of refreshments, meals or
entertainment in connection with business discussions is an acceptable business
practice (if consistent with departmental procedures, business expense guidelines, and
if properly approved). f

Unique laws apply to govemmeﬁ;t officials and employees. Understand applicable
regulations when doing business with government agents or employees. Exercise good
judgment in offering meals and other courtesies to public officials. In some instances,
this is prohibited by law. For more information, contact Policy and Law or Corporate
Compliance. If you conduct business internationally, understand and obey all applicable

laws and regulations, including t;he Foreign Corrupt Practices Act.
i

INSIDER TRADING f

Federal law prohibits all employees and others from buying or selling Qwest securities
(and those of other companies under certain conditions) based on information not
publicly available that could affect the price of the securities. Do not disclose or use
for your personal gain non- publnc information acquired by reason of your relationship
with Qwest.

Such information includes: finan!cial forecasts or results; product information; contracts;
marketing plans; proposed acquisitions or divestitures; and strategic plans or
information about significant changes or developments of Qwest or a company that
does or has done business with{Qwest.

t
Do not trade Qwest stock dunng “no trade periods" if you have been notified that you
are subject to this restriction. | -

KEeep iv Minp !
* Insider trading also includes "tipping" or telling others about insider information. If

another person buys or sells securities based on your tip, you could be guilty of insider
trading even if you yourself do not trade.

= Observe the "no trade periods” if you have been notified that you are subject to this
restriction. }
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Safeguard Our Employees
and Our Assets

You must protect Qwest's ass'tets. safeguarding them against loss, damage, misuse or theft.
Failure to do so has a direct impact on Qwest’s profitability and ultimately on all of our
jobs. :

Assets include, but are not lin;ited to: employees, facilities, property, equipment,
computers, furnishings, tools, supplies, funds, time, communication systems, records
(regardless of format — papel‘r and electronic), information, trademarks, copyrights,
patents, trade secrets and oth:er inteflectual property.

Use Qwest assets only for legitimate business purposes. Do not access company
information or use Qwest assgts for personal reasons. Qwest may inspect, disclose and
exercise control over any and:all of its documents, communications systems, equipment,
facilities and other property at any time, with or without notice.

t

i
ENVIRONMENTAL HEA[LTH AND SAFETY

ENVIRONMENTAL PFIOTEchiDN Qwest commits to protect the environment through
initiatives to reduce the demands/impacts of our business on natural resources and the
environment. We also promotg various customer services that offer environmentally friendly
aiternatives to transporting pe(l)ple and goods.

You share the responsibility fo!r making environmentally responsible decisions. Our
environmental policies help you perform your job in an environmentally responsible

manner and in compliance with applicable laws/regulations. You must report
environmental hazards lo your manager, who will take corrective action as necessary, after

consulting with Environmental 'HeaJth and Safety (EHS).

SAFETY AND HEALTH Qwest commits to providing you with a safe and healthful
workplace free of recognized [hazards. Meeting this commitment is a responsibility shared
by Qwest and each of its emp;onees.

. {
We provide job-specific training, tools and resources to facilitate compliance with
workplace safety and health !;aws/regulations and we expect employees to follow

{
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applicable safety practices. Managers are responsible for ensuring employees receive
required safety training and for enforcing all applicable safety policies and procedures
in the workplace. [

1

We are required to report and record all work-related accidents. Accordingly, you must
report work-related accidents immediately to your manager. Work-related accidents must
also be reported to UNIcall (1: 2800-654- 2525 or 1-866-UNICALL). Managers are also
required to investigate all accgdents EHS is available to assist with accident investigations.
In all cases, managers must contact EHS prior to beginning an investigation involving a
fatality or serious third party liability.

Unsafe conditions must also be reported to your manager. If an unsafe condition exists,

managers must provide necessary warnings or correct the situation as soon as possible.
EHS is available to assist in the evaluation of these situations and to provide guidance in
correcting unsafe conditions. :

|

|

KEEP IN MiND ‘

» Quest attemnpts to anticipate and create management plans for crisis situations
involving its assets and persanne/ In the event of a crisis, corporate and state-level
emergency response teams can be activated by calling the Qwest Disaster Recovery
Hotline at 800-204-6540. |

* Maintain a safe work environment. Know the hazards of all materials and equipment
you work with and use the fapprapriate personal protective equipment and precautions.
t
» Report work-related accidents, hazardous situations, spills, and other incidents with
environmental impacts to UNIcall (800-654-2525).
|
e Request that EHS evaluate ;!he impact of real estate transactions and new products
and services. [ :

* Contact EHS immediately about environmental complaints, safely concerns, notices
of inspection, subpoenas or search warrants and requests for access to company
facilities by a government agency (e.g., OSHA. EPA). Do NOT allow access before
contacting EHS. |

|

« Smoke only in designated extenor smoking areas during authorized meal and

break periods.
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WORKPLACE VIOLENCE To lpreserve employee safety and security, we forbid weapons,
firearms, ammunition, explosives, incendiary devices, and cases/holsters/sheaths for
weapons on company property, in company vehicles, in the workplace or while acting in
a business capacity. Addmonally, we will not tolerate acts or threats of violence (e.g.,
threatening language — verbal, written or visual — gestures, and behavior).

Report behavior that threatens the safety of employees or property or has the potential
to become violent to Security (888-879-7328), your supervisor, Human Resources
representative or the CorporaF Compliance Advice Line (800-333-8938).

OrrF-puty MisconpucT Off-duty misconduct may adversely affect workplace safety,
your fitness for duty, or Owest’s corporate image. Managers must report any known
arrest or conviction of any employee for a felony, misdemeanor or any other criminal
offense to the Corporate Comphance Advice Line (800-333-8938). Employees who are in
safety sensitive positions or who operate motor vehicles or aircraft must Immedlately

report certain traffic tickets and violations to their supervisors.
I

BACKGROUND VERIFICATION Qwest may conduct background verifications for any
reason, at any time. Dependlng on the circumstances, employment, transfer or promotion
may be terminated based on the information obtained.

DRuc AND ALcoHoL Use ‘I_Ehe trust and confidence of our customers and shareowners,
as well as the health and safqty of our employees, depend on a workplace free from the
effects of substance abuse. The misuse of drugs or alcohol negatively affects productivity,
attendance and on-the-job safety. You are forbidden to sell, distribute, manufacture,
dispense, possess, transfer or: use illegal drugs or controlled substances during the work
day, on company time, or on Qwest premises. You must not possess or use alcohol when
working in a safety sensitive positlon lllegal drugs, controlled substances and alcohol are
prohibited in company vehicles. Alcohol may not be served or consumed on company
premises without pre-approval from a company officer. When alcohol is served at social
events attended in the courseiand scope of employment, employees who choose to
consume alcohol must do so responsxbly

Employees unfit to work due tlo the effects of alcohol or drugs are subject to disciplinary
action up to and including termination from employment. We reserve the right to conduct
drug and alcohol search and screemng procedures consistent with applicable laws.
Breathalyzers or any other alcohol or substance abuse monitoring or ignition interlock
device shall not be installed in any vehicle used for company business.
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PHYSICAL PROPERTY,AND SECURITY

Access CONTROL  You must comply with the level of access control (including display
of ID badges) implemented in!'the facility or building where you work. Allow only
authorized visitors in the wor@lace and escort visitors throughout Qwest facilities.

f
PERSONAL BELONGINGS You are responsible for any personal belongings or valuables
brought to the workplace. We assume no responsibility or liability for the loss of personal
belongings. Qwest reserves trge right to inspect any items of personal property brought
to the workplace including bags, cases, parcels, or automobiles.

ComMUNICATION SYSTEMSI‘ Our communication systems are provided for business
use. Exceptions for personal use require supervisory approval and must be consistent
with company policies. Comm‘,unication systems include but are not limited to:
computers, telephones, video conference equipment and facilities, faxes, voice mail
systems, Internet, intranet, e-mail, hard drives, disks and mail delivery systems.

You must prevent misuse of qWest equipment and systems and must take
precautions to protect them, (Ie.g., password protection and anti-virus software).

Do not install or use unautnorg'zed software with Qwest computer equipment.
Duplication of licensed software is prohibited unless specifically authorized in a
written vendor licensing agreément. Violations may lead to action against individuals
and the company. ‘

!
We will report to authorities any individual access, transmission, or known receipt of
illegal information through a Qwest communication system.

|
Qwest communication systems are Qwest property and are not private. You do not
have a personal privacy right Qn any material created, stored, received or sent through a
Qwest communication system (including computers, telephones, hard drives, disks, efc.).

By using Qwest communication systems, you consent to Qwest's monitoring these
systems and acknowledge an{'i agree to Qwest's right to conduct such monitoring.
Qwest in its sole discretion re§ewes the right to access, monitor, copy, transcribe,
forward, download, delete, capture and/or disclose all communications sent via any
Qwest communication system, at any time, with or without prior notice.
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KEEP IN MIND |
« Use Qwest communication [systems in a professional manner. Do not use them in a way
that is disruptive, illegal, of{ensive or harmful to morale or Qwest's reputation.

|
» Unacceptable personal use|includes, but is not limited to: transmission of threatening
or sexually explicit material, chain letters, jokes, personal/unauthorized solicitations,
invitations, and expressions of social or political causes; as well as participation in
games or chat sessions. '

:
INTELLECTUAL PROPERTY AND INFORMATION

INTELLECTUAL PROPERTY 0ur trade secrets often result from a significant investment
of Qwest resources. lntellectual property is an important asset that helps with our
competitive advantage and, ﬂ?erefore must be protected. Examples of intellectual property
include: the Qwest name, logo, trademarks, copyrights, patents, software, confidential
information, ideas, inventionsf discoveries, research, plans and strategies.

You must take measures t0 protect Qwest's intellectual property and to avoid infringing
on the intellectual property nghts of others. Refer any misuse or infringement of Qwest
intellectual property to Legal {\ﬁanrs

Copyrightable warks by Owes[t must contain appropriate copyright notices and be
protected against unauthonzeid copying or distribution.

Provide to Legal Affairs new ﬁroduct names and other trademarks or new product ideas
that may be patentable. E

§
CONFIDENTIAL INFORMATIQN “Information” is a very broad term that includes written
documents, e-mails and technical data, among other things, along with the ideas, plans and
processes that Qwest uses in[its business every day. You must take measures to properly
categorize all Qwest information that is not intended to be available to the public.

§
Qwest puts Information in certain categories so that it can be used for specific business
purposes. Information that is classnfled as Internal or Confidential must be used for Qwest
business only, and must not be discussed or disclosed to people outside of the company,
lncludmg family, w:thout proper authorization.

Information that comes to Qwest from customers, suppliers and competitors as part of its

business should be treated as Confidential. Make sure that you understand and comply with

the special rules that apply to Qwest regarding customer proprietary network information.

Failure 1o do so may break the law, and could break promises made by Qwest to safeguard
|
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the Information that others make available to Qwest as part of Qwest's business -
relationships. It can also cause Qwest to lose certain rights to intellectual property.

You must safeguard non- pubhc information, whether it is categorized as Internal or
Confidential, by keeping it secure limiting access to those who have a need to know,
and avoiding discussion of non-public information in public areas. Because non-public
information about Qwest does inot belong to you, it cannot be used for your personal gain.

COMPANY RECORDS The law requires Qwest's books and records to accurately
reflect transactions. Falsifylng company records, including financial records, inventories,
equipment installation and malntenance reports, sales transactions, product tests,
permits/licenses, contracts, expense records, service records, payroll and time reports,
approvals and authorizations | ls a serious offense that can lead to termination.

PERSONNEL RECORDS Access to personnel records is llmlted and must be obtained
through Human Resources. Employee information is the exclusive property of Qwest and
Is confidential. |l

Keep v MiND i
+ Refrain from using any report or record to mislead or conceal any impropriety.
|

* Only reasonable. accurate. |ordinary and necessary expenses incurred in conjunction
with Qwest business may llye submitted or approved for reimbursement.

* Quest-provided credit cards may only be used for legitimate business purposes.

» You must manage, protect, tma/nta/n and dispose of records in an appropriate manner
and in accordance with the records retention schedule. Records include all recorded
information (e.g., paper, CD, disk, electronic, microfiche, e-mail, microfilm, etc.). All
records, in any form, incluc?ing e-mail and computers are subject to audit and
inspection for compliance with Quest policies and record maintenance requirements.

DISCLOSING INFORMATION ‘TO THE PUBLIC To conform with securities laws and
antifraud requirements and tq‘ make accurate and timely disclosures about the company,
Qwest has designated spokespersons who are the only personnel authorized to disclose
information about Qwest to the public. Any contact with the media or the financial and
investment communities mus[t be directed to Corporate Communications. Any invitation
to speak to outside groups must be forwarded to Corporate Communications for review
and approval. The posting of ?ny information to an Internet chat room Is a violation of

Qwest policy.
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Our Relatlons ips with Others

OUR CUSTOMERS

Qwest provides services that reach into the personal and professional lives of our
customers. They have entrusted us with their account information and communications
data. Maintaining the privacy of customer information and communications is a serious
responsibility. Our ability to attract and retain customers hinges on the manner in which
we protect their information and communications. You must comply with the standards
that have been developed for the care and safeguarding of customer information.
Questions should be directed to FCC/Regulatory Compliance.

e Accessing Customer Records ~— Access customer accounts, records and reports
only for authorized business purposes.

» Customer Commumcatlons — Customer communications (data and voice)
are confidential. Never tamper with, record, listen to or divulge any customer
communications, except when required in the proper management of the business
or when required by law.

* Customer Information — We possess certain customer information that is subject
to special protection under federal law/regulations (Telecommunications Act, Cable Act,
FCC and Customer Propnetary Network Information requirements). Our customers
may request that we restrlct our use of the information. Also, customers have the
right to direct us to provide; ‘information to other parties, including our competitors.

We are obligated to comply twith these requests to the extent required by law.

* Sales and Marketing — wnile we intend to aggressively market and sell our
products and services, we must do so within the confines of the law. You must not
engage in illegal, unethical or deceptive activities to obtain business. You must
accurately represent Qwest products and services. You must not order Qwest products
and services on behalf of alcustomer wrthout that customer’s authorization.

e Unlawful Use of Qwest Servrces — If you suspect a customer is using Qwest
services for unlawful purposes, you should report it immediately to Security.
. |
OUR COMPETITORS
Compliance with antitrust andl' unfair competition laws is very important to us. Because
of the complexity of these laws, you should seek advice from Legal Affairs if you have

questions.

NI
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The following guidelines will help you avoid violations of antitrust and unfair

competition laws: }

e Do not directly or indireclfly enter into agreements that might limit competition or
restrain trade. This woulq include price fixing, bid rigging, allocating markets or
customers and boycotting. Never discuss or even listen to discussions of this nature
with competitors

¢ Do not make false, misleadlng or disparaging remarks about individuals, their
organizations or their products and services. Instead, focus on the quality and value of
our products and servrces

¢ Customers who are also competltors {e.g., carriers and interconnectors) must not be
disadvantaged in the levels of service we provide to them. For example, Qwest may

not improperly use wholesale customers’ customer proprietary network information.
l

Gather information about the marketplace and our competition using only lawful and
ethical methods (e.g., publrcly available information, industry gatherings, research,
surveys and product analy5|s)'

Never steal or unlawfully use mformatlon material, products, intellectual property or
proprietary and confidential mformatron of others. Doing so could constitute unethical
or even illegal industrial esplqnage

l
Likewise, you must always take steps to protect our operations from espionage or

sabotage. Any attempt by others to gather or secure competitive information owned by
Qwest must be immediately reported to Security or Legal Affairs.

KEeep in MinD '
Never use the following improper means to gather information about competitors:

¢ Criminal acts such as burg%lary wiretapping, stealing and bribery
* Misrepresentation or deception

e Dumpster diving or search:ing a competitor’s waste for valuable information

* Hiring or surveying employees for the purpose of obtaining proprietary information
belonging to their former employer
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OUR SUPPLIERS |
We do business with suppherls contractors and consultants who demonstrate high
principles of ethical busmess:behavuor and provide the best overall value for us.

We have detailed guidelines for the procurement of products and services. You must
become familiar with and adhere to these guidelines (including the established approval

and authority levels).

If you have a personal or famlly relationship or a financial interest in a supplier, you must
take steps to ensure that demsmns affecting those suppliers are based solely on abjec-
tive input and judgment.

1
Do not accept gifts or busine?s courtesies of substantial value from suppliers.
Reasonable and infrequent ac.lzceptance of meals, refreshments or entertainment in
connection with business may be appropriate. For additional information contact
Corporate Compliance.

Government Be/ations

Our interactions with government personnel are important to our continued success,
whether they are customers to us or serving in other official capacities. We have a
special obligation to know the laws, regulations and ethical standards of the various
branches of federal, state and local governments.

GOVERNMENT RELATIONS AND BUSINESS DEALINGS

Contracting with a federal, state or local government is a unique part of our business.
When we contract with a govemment we are in effect contracting with the public. This
places us in a position of trust with special opportunities and special responsibilities.
Always avoid activities that njay be perceived as attempts to improperly influence
government agencles, officials and employees.
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You must not authorize, offer, provlde accept, deliver or solicit any payments, gratuities
or favors (either directly or mdlrectly) for purpases of influencing any government official
or employee. This may be illegal. Additional rules may apply internationally.

[
As a supplier to the government, we sometimes have responsibility for working with
highly sensitive information. This information is often classified and essential to our
national security. Proper treattpent and protection of such information must be a high
priority. In certain situations, security clearances are required to obtain information or
provide services on a govemnjent contract.

Federal and state laws govern the hiring of former government employees and
procurement officials. Legal Affairs must approve any discussions of employment with
govemment employees. '

We regularly provide information to and share opinions with government officials and

candidates for eiective office. llf you represent Qwest in this capacity, you must do
so within all appropriate busmess conduct and legal boundaries. Policy and Law is

responsible for retaining and managmg consultants performing legal work, lobbying
services, Ieglslatlve/requlatory consulting or witness services on behalf of Qwest. All
information and reports provnded to the government must be accurate and complete.
It is absolutely essential that proper procedures be followed in recording costs and
charges to the government. |
KEEP in MiND .

* Any prospective government proposal or contract (including substantial

modifications) must be approved by Legal Affairs.

e Contact Policy and Law for information on the unique state and federal laws and
compliance requirements far dealing with government employees and public
officials. |

POLITICAL CONTRIBUTI?DNS AND ACTIVITIES
We encourage employees to participate in the political affairs of their communities and
country on an individual basis, on their own time and at their own expense.

ZARCERTETATYICONT AT A




You are not authorized to make direct or indirect political contributions of any kind on
behalf of Qwest. |

Qwest has established various Political Action Committees (PACs). PACs are voluntary,
non-profit, independent organizations which may accept contributions and make
expenditures for electing candjdates for public office, consistent with applicable {aws and
regulations. You may, where eligible, make contributions to a Qwest - sponsored PAC. We
will make contributions only from accounts and through procedures that are allowed by
law. |

When you speak out on publid issues, make sure you do so as an individual, unless
specifically authorized to do o}herwise. When speaking as an individual, you must not
give the impression you are speaking or acting on Qwest's behalf.

If you run for public office, sefve as a public official or campaign for a political
candidate, you cannot be pald by Qwest for any time spent in these activities, unless oth-
erwise approved and allowed by law.

GOVERNMENT INVESTIGATIONS
We cooperate with appropnate government investigations into possible violations of the
law. In this context, however, it is important to protect Qwest's property and legal rights.

If served with a subpoena or éearch warrant, immediately contact Legal Affairs or EHS
(for safety or environmental issues).

t .
Any time you are approached by someone claiming to be a government investigator,
you should contact Legal Affairs before answering any questions or providing any
information or records. Non-supervisory employees are not required to make these
contacts before speaking with government investigators about employment, labor or
safety Issues, but are invited to do so since we have internal mechanisms to deal with
such concemns,

Records are the property of Qwest (regardless of who creates, keeps or updates
them) and must not be produced for government investigations without contacting
Legal Affairs.
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l.
AFFILIATE RELATIONSHIIPS

State and federal regulatory requirements govern the relationship and business
transactions between the vari:ous affiliates of Qwest.

These requirements cover:

e Asset Transfer

e Provision of products and services

* Allocation of costs between: regulated and unregulated entities
¢ |nformation flow between entities

e Technology Compensation -

o Affillate restructuring

All employees are responsible for knowing the Qwest affiliate company they work for, -
and understanding any restrictions that may exist for dealing with employees of other
Qwest affiliate companies.

Under Section 272 of the Telecommunications Act, Qwest Corp., or the Bell Operating
Company, and Qwest Communications Corp., the long distance provider and designated
272 affiliate, must maintain separate employees, conduct business with each other at
arm’s length and post transactions to the Intemet. There are other restrictions that apply
to the interaction between Qwest Corp. and Qwest Communications Corp., including
prohibitions on certain network-related services that Qwest Communications Corp.

may provide to Qwest Corp., or that any Qwest affiliate may provide to Qwest
Communications Corp. :
Affiliate relationship rules areroften complex and may create special requirements for
record keeping, reporting and regulatory approvals.

Contact Policy and Law or Regulatory Accounting for questions regarding the relation-
ships or business dealing between Qwest affiliates.

SERVICE OF LEGAL DOCUMENTS

We must respond to properly served legal documents in a timely manner. Failure to
respond appropriately can have severe negative consequences. If you receive an inquiry
regarding the service of a legal document, you must advise the server that you are not
authorized to accept the legal document, and then you must refer the server to Legal
Affairs. Legal Affairs is responsible for authorizing receipt of service of legal documents
and retaining outside legal counsel. If you are served at home, on the job or in the mail
with legal documents relating to Qwest activity immediately contact and forward the
documents to Legal Affairs.
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International Business

As a responsible member of the intemnational business community, we provide quality
products and services at fair prices and we compete on the merits of our products

and services, not on favors. Our commitment to fair competition includes avoiding corrupt
business practices and keeping accurate business records that help prevent such practices.

We recognize that in some mtematlonal markets we will encounter laws, customs and
cultural practices that differ from those of the U.S. We will comply with all applicable
U.S. regulations and restrictions in dealing with other countries, as well as foreign laws
and restrictions that apply in tlhose countries.

The laws governing international business are comprehensive and involve corrupt
business practice prohibitions, export controls, trade sanctions and anti-boycott
requirements. These laws are often complex and subject to change. Consult with Legal
Affairs for questions on international business dealings.

FOREIGN CORRUPT PRA:CTICES ACT

Under the Foreign Corrupt Practices Act (FCPA), our status as a publicly held corporation
requires that we establish internal accounting controls and conform to generally
accepted accounting principles in all operations worldwide. All payments, transactions
and accounts must be accurately and truthfully recorded and reported.

The Foreign Corrupt Practices-Act also prohibits us (and our employees and agents) from
directly or indirectly offering, promising to pay, or authorizing the payment of money or
anything of value to foreign gdvernment officials, political parties or candidates for the
purpose of influencing their acts or decisions.

Failure to comply with the FCPA can result in substantial penalties for both individuals and
corporations. This can include fines, imprisonment and loss of government supplier privileges.

EXPORT CONTROLS AND INTERNATIONAL BOYCOTTS
Several U.S. laws restrict trade with certain countries. Other laws restrict export of
certain technologies (including products, services, data and knowledge). Our operations
worldwide must comply with U.S. export restrictions. Employees who are uncertain of the
legal trade status of any country or technology should contact Legal Affairs.

|

You may not cooperate in any-way with unsanctioned forsign boycotts of countries
friendly to the U.S. Any request for information or action that seems to be related to
any iliegal boycott must be reported immediately to Legal Affairs.
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Resources

Corporate Compliance has overall responsibility for the Implementation of the Code of
Conduct and all corporate policies. Employees are accountable for knowing and abiding by
the corporate policies and this Code. You are expected to review and become
familiar with the corporate policies.

The Code and policies may bé found at the Corporate Compliance intranet site on The Q
under departments.

The following resources are also avallable If you have questions about Qwest standards
and policies:

Corporate Compliance AdviceLine ................ 1-800-333-8938
Conflict of InterestIssues .................cccevvvvnnnn.. 1-800-333-8938
Corporate Communications - Media Inquiries .................. 303-992-2155

Public Speaking Requests .......... 303-965-3007
Disaster Recovery Hotline . . i, ....................ccuull 1-800-204-6540
Environmental Health and Safety Issues ...................... 303-672-2925
FCC/Regulatory Compliance . .. ..............covvvvvvennnn.. 402-422-7689
Human Resources . ....... e, 303-992-3184
Legal Affairs ............ e e 303-672-2756
Policyand Law .......... ettt tee e n e 303-896-0126
Procurement . ...... ... it e 303-992-2470
RecordsManagement ..............c.oiiininenneennnrnn, 303-458-2239
Regulatory Accounting .. .........oviuii i, 303-896-5997
Security ............... R R R TR E S 1-888-879-7328
UNicall (Reporting claims and IEHS assistance) . ............... 1-800-654-2525

or 1-866-UNICALL

-------------------------------------------------
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Index and References

NOTE: THE CODE OF CONDUCT AND ALL THE POLICIES LISTED BELOW CAN BE FOUND AT THE
CORPORATE COMPLIANCE INTRANET SITE ON THE Q.

Topic ﬁ_ Page Policy References
Access Control ; 13 Company Property - Protection of Assets
Accidents, Work-Related n Safety and Industrial Hygiene;
_ Environmental Issues
Affiliate Relationships ' 21 Telecommunications, Regulation and
Competition
Alcoholand DrugUse 12 Substance Abuse
Anonymous Reports o) Reporting Violations and Investigations
Antitrust ' 16,17 Telecommunications, Regulation and
‘ Competition
Assets, Pratection of i 10-15 _Company Property - Protection of Assets
Background Verification 12 Background Verification
Board of Directors, Service on Qutside 8 Conflict of Interest
Boycotts, International ‘ 22 International Transactions and Operations
Bribes 9,19,22  Conflict of Interest; Govemment
, Relations and Investigations;
Intemational Transactions and Operations
Business Courtesies 8,9,22  Conflict of interest; Govemment
Relations and Investigations
Communication Systems, 13,14 Company Property - Protection of Assets
Personal Use of

Company Property, Protection of 10-15 Company Property - Protection of Assets

Competitors, Relationship with 7, 8, 14, 16, 17 Confiict of Interest; Intellectual
' Property; Telecommunications,
Regulation and Competition

Company Property - Protection of Assets

Computers, Personal Use of | 13,14

' .
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Topic ' Page _ Policy References

Confidential Information 14-16 intellectual Property; Company
Property - Protection of Assets;
Disclosure of Corporate
Information; Information Security,
Classification and Use;Telecommunications,
Reguiation and Competition

Conflicts of Interest 7-9 Contflict of Interest

Copyright 14 intellectual Property

Corporate Communications - 15 Disclosure of Corporate

Information; Public Speaking

Corporate Compliance Advice Iiine 4,5,7,12,23

1-800-333-8938

Credit Cards, Company-Provided 15

Employee Travel and Business
Expense Reimbursement

Crisis Management N Crisis Management and
. Communications
Customer Records Information Security, Classification & Use;

‘
'
4

14,15,16

Telecommunications, Regulation and
Competition

Customers, Relationship with 16, 18 Telecommunications, Regulation
and Competition; Government
Relations and Investigations

Disaster Recovery Hotiine 11 1-800-204-6540

Discipline f 4 Discipline

Disclosing Information to the Public 15 Disclosure of Corporate Information

Discrimination see : 6,7 Non-Discrimination

Non-Discrimination :

Drug and Alcohol Use 12 Substance Abuse

Employment-At-Will ' Inside Cover Employment-At-Will

Employment of Relatives 7 Conflict of Interest

Employment, Outside ‘ 8 Conflict of Interest

Entertainment, Business 8,9,18  Conflict of Interest; Govemnment

Relations and Investigations
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Topic Page Policy References
Environmental Health 10-12 Environmental Issues; Safety and
and Safety (EHS) industrial and Safety (EHS) Hygiene
Espionage, Industrial 17 Intellectual Property
Ethical Decisions ; 45 Corporate Compliance Program
Export Controls | 22 __ Intemational Transactions and Operations
Firearms on Company Property 12 Workplace Violence
Foreign Corrupt Practices Act (FCPA) 9,22 Intemational Transactions and Operations
Gifts 8,9,18,19 Conflict of Interest; Government

Relations and Investigations
Govemment 9,11,18, 19 Government Relations and Investigations

Government Investigations 11,20

Safety and Industrial Hygiene; Environmental

issues; Service of Legal Documents;

Government Relations and Investigations
Harassment 6,7 Sexual Harassment: Non-Discrimination
Hazardous Situations, 10-1 Safety and Industrial Hygiene;
Materials and Equipment Environmental Issues
Call UNlcall 1-800-654-2525
, or 1-866-UNICALL
Health, Safety see Safety and Health 10, 11
Insider Trading : 9 Insider Trading
intellectual Property 14,15 Intellectual Property
Intemational Business 9,22 Intemational Transactions and
Operations
Investigations 5,11,20,21 Reporting Violations and Investigations;
~ Environmental Issues; Safety and Industrial
Hygiene; Government Relations and
Investigations; Service of Legal Documents
investments 89 Conflict of Interest; Insider Trading
Kickbacks 8,19.22  Conflict of Interest; Intemational
Transactions and Operations
Legal Documents 21 Service of Legal Documents

Meals, Refreshments 9,15, 18

Conflict of interest; Employee Travel

. and Business Expense Reimbursement;

Government Relations and Investigations

RO A 2 VICONTERNTIA

hi;



Page

Topic Policy References
Non-Discrimination 6,7 Non-Discrimination
"No Trade Period" 9 Insider Trading _
Off-Duty Misconduct 12 Off-Duty Misconduct
Outside Counsel 21 Retention of Outside Legal Counsel and
_ Policy and Law Consultants
Qutside Interests, Employment: 7,8 Conflict of Interest
Personal Belongings [ 13 Company Property - Protection of Assets
Personal Use of Communication 13,14 Company Property - Protection of Assets
Systems
Personnel Records 15 Personne] Information
Physical Property and Security 13-14 Company Property - Protection of Assets
Policy and Law Consultants 21 Retention of Outside Legal Counsel and
‘ Policy and Law Consultants
Political Contributions and Activities 19, 20 Political Contributions and Activities
Privacy, Customer 14,16 Telecommunications, Regulation and
Competition; Information Security,
Classification and Use
Privacy, Employee 13 Company Property - Protection of Assets
Procurement 18 Procurement
Protection of Assets see 10-15 '
Company Property
Public Relations see 15
Corporate Communications
Records, Company 14,15 Company Property - Protection of Assets;
Information Security, Classification and
Use; Intellectual Property; Accurate Books
and Records; Records Retention
Relatives, Employment pf 7 Conflict of Interest
Reporting Violations 5-7 Reporting Violations and Investigations;
Sexual Harassment: Non-Discrimination
Resources 23
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Topic Page Policy References
Retaliation 5-7 Reporting Violations and Investigations;
Non-Discrimination; Sexual Harassment
Safety and Health 10-12 Safety and Industrial Hygiene
Call UNicall 1-800-654-2525
Sales and Marketing 16 Telecommunications, Regulation
and Competition
Security, Corporate 12,16,17,23 Company Property - Protection of
_ Assets 1-888-879-7328
Service of Legal Documents 21 Service of Legal Documents
Sexual Harassment 6,7 Non-Discrimination; Sexual Harassment
Smoking 11 Safety and Industrial Hygiene
Software, Unauthorized 13 Company Property - Protection of Assets;
Intellectual Property
Suppliers, Relationship 7,8,18 Conflict of interest; Procurement
Telephone Numbers 23
“Tipping" 9 Insider Trading
Trademarks 14 Company Property - Pratection of Assets;
Intellectual Property
UNlcall 11,23 1-800-654-2525, 1-866-UNICALL

Vendor see Suppliers, RelaﬁonShl}J 7,8,18

Violations of Code of Conduct - 4-6 Reporting Violations and Investigations
Violence in the Workplace 12 Workplace Violence
Vision and Character 3
Visitors see Access Control 13
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

MARC SPITZER, CHAIRMAN
JIM IRVIN

WILLIAM A. MUNDELL
JEFF HATCH-MILLER

MIKE GLEASON

IN THE MATTER OF

QWEST CORPORATION’S

COMPLIANCE WITH SECTION 252(e) OF
THE TELECOMMUNICATIONS ACT OF 1996

DOCKET NO. RT-00000F-02-0271

AFFIDAVIT OF
ARTURO IBARRA, JR.
STATE OF COLORADO

S N Nungt? uugt? “ump? “ngt gt “wmst “wmpt “ma?

COUNTY OF DENVER

I, Arturo Ibarra, Jr., of lawful age being first duly sworn, state:

1. My name is Arturo Ibarra. | am the Director of Finance for Qwest Corporation in
Denver, Colorado. | have held this position since February 2003. Prior to this
position | was Director of Business Development from October 2000 until
February 2003. | am submitting this affidavit in response to the testimony of
Marylee Diaz Cortez on behalf of RUCO in Docket No. RT-00000F-02-0271.

2. | have reviewed the portions of Ms. Cortez’s testimony in which Ms. Cortez
discusses the true-up process used for billing for the UNE-Star product.
Specifically, on page 17 of Ms. Cortez’s testimony, she states, “Qwest’s practice
of billing McLeod and Eschelon at the old resale rates and later truing up these
bills (outside of the normal billing and collection accounting process) to the UNE-
Star rates kept the UNE-Star partnership concealed from other parties.” | would
like to explain why that statement, and others in Ms. Cortez’s testimony, are not
correct.

3. When UNE-Star was developed, Qwest was not able to bill carriers for that
product directly out of its normal mechanized billing system. As a result, Qwest
and the carriers on UNE-Star (Eschelon and McLeod) agreed to implement a
process whereby Qwest would bill the carriers using resale rates to generate a
monthly bill, the carriers would pay those bills in full, and then Qwest would
calculate the difference between the resale bill and what the carriers would have
been billed under the rates in the UNE-Star interconnection agreement
amendments. The difference, if any, would be wired back to the carriers. This
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was the method by which Eschelon and McLeod paid for the UNE-Star platform
in the amounts stated in the publicly available and approved interconnection
amendments.

Ms. Cortez claims on page 20 of her testimony that the true up process was not
necessary, because “[ijn the ordinary course of business Qwest can and does
change the price of specific services. It should have been a simple matter of
substituting the new price for the old and reflecting any changes in quantity in the
automated system.” That is a vast oversimplification of the process required to
update Qwest's billing system to accommodate the UNE-Star product. First, |
would like to clarify that the changes that needed to be made were to Qwest's
ordering and billing methodologies, as well as to Qwest's automated billing
systems. They were not simply accounting changes, as Ms. Cortez suggests. In
addition, it was necessary to create and implement new USOCs and Classes of
Service, as well as new rates. Because of this, the process of implementing
UNE-Star was very labor intensive and time consuming, requiring coordinated
efforts between Process, Product, Service Delivery, Business Development and
IT.

The true-up process implemented for the UNE-Star product did not conceal
information from other carriers. The trued-up rates are those that are contained
in the interconnection agreement amendments with Eschelon and McLeod that
were filed and approved by the Arizona Commission. The amendments
containing the details of the UNE-Star product are the 7" Amendment to the
Interconnection Agreement with Eschelon and the 4™ Amendment to the
Interconnection Agreement with McLeod. The true-ups reflect the filed and
public rates in those amendments.

| have also reviewed the portions of Ms. Cortez’s testimony in which Ms. Cortez
discusses what she describes on page 18 of her testimony as “the peculiar off-
book accounting for the UNE-Star rates.” Ms. Cortez’s aspersions on Qwest’s
accounting treatment for the UNE-Star product are not justified.

Qwest Corporation maintains its general ledgers consistent with typical practices
in the telecommunications industry. Separate ledgers are maintained in order to
comply with FCC, SEC, and state reporting requirements. The Management
Reporting (“MR”) books are the ledgers prepared in compliance with the FCC
Part 32 chart of accounts. MR books are the basis for the ARMIS reports filed
annually with the FCC. “Off book” is a way to describe the journaling process for
two types of accounting timing difference entries, such as varying rates of
depreciation: (1) Jurisdictional entries (“JDs”) result from state regulators
prescribing accounting applications that are different than those prescribed by
the FCC, such as depreciation. State ledgers called Jurisdictional Reporting
records (“JRs”) consist of MR books together with these off book JDs. (2) GAAP
entries are those that are required for SEC reporting that are different than the
FCC prescribed accounting treatment. Depreciation is also an example of a
GAAP off book entry. Financial Reporting (“FR”) books are those used for SEC
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reporting. FR books consist of MR books together with these off book GAAP
entries.

8. The payments from Eschelon and McLeod for the UNE-Star product are
recorded on the MR books and therefore are not “off book” in any sense, and are
included in the Financial Reporting books used to report Qwest'’s financials to the
investment community. These payments were recorded in Qwest's journal
entries in accordance with Generally Accepted Accounting Principles.

Further affiant sayeth not.

(it Yy,

Arturo Ibarra, Jr.

Denver, Colorado

My Commission Expires: _@%_-ﬁé__
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COMMISSIONER
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COMMISSIONER

JEFF HATCH-MILLER
COMMISSIONER
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IN THE MATTER OF U S WEST )
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OF THE TELECOMMUNICATIONS )
ACT OF 1996 )
REBUTTAL TESTIMONY OF
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QWEST CORPORATION

March 7, 2003
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Docket No. RT-00000F-02-0271

Qwest Communications

Rebuttal Testimony of Dana Lynn Filip Crandall
Page 1, March 7, 2003

INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

Dana Lynn Filip Crandall. My business address is 555 17" Street; Denver,

Colorado.

DID YOU SUBMIT DIRECT TESTIMONY IN THIS DOCKET?

Yes, | did on December 2, 2002.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

My testimony rebuts certain statements made by Marta Kalleberg régarding
Eschelon’s non-participation in 271 proceedings and escalation procedures and
certain statements made by Karen Clauson in her deposition testimony, which is
attached td Ms. Kalleberg'’s direct testimony. In particular, | provide further
testimony related to the Change Management Process (“CMP”) Redesign Team

and Eschelon's active participation in that process.

ESCHELON’S PARTICIPATION IN CMP PROCEEDINGS

MS. KALLEBERG TESTIFIES THAT ESCHELON’S NON-PARTICIPATION
CLAUSE IN THE CONFIDENTIAL TRADE SECRET STIPULATION WITHU S
WEST DATED FEBRUARY 28, 2000 RESULTED IN AN ADVERSE IMPACT

ON THE DEVELOPMENT OF LOCAL COMPETITION IN ARIZONA. DID YOU



10

11

12

13
14
15
16
17
18
19

20

Docket No. RT-00000F-02-0271
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Rebuttal Testimony of Dana Lynn Filip Crandall
Page 2, March 7, 2003

HAVE THE OPPORTUNITY TO WITNESS ESCHELON’S PARTICIPATION IN

THE 271 APPROVAL PROCESS?

Yes. In particular, | attended CMP meetings and observed Eschelon’s

participation.
WHAT WAS THE CHANGE MANAGEMENT REDESIGN TEAM?

As | testified in my direct testimony, the CMP Redesign Team was composed of
representatives from Qwest, a number of CLECs, representatives from the
Colorado State Commission staff and, at later meetings, a representative from
the Idaho Commission. The purpose of the team was to jointly redefine the
Change Management Process that would govern the relationship between Qwest

and CLECs.

CAN YOU SUMMARIZE THE STRUCTURE OF THE REDESIGN PROCESS?

Qwest opened the Redesign process to all CLECs on July 11, 2001. At this
meeting, Qwest and the attending CLECs (including Lynn Powers and Karen
Clauson from Eschelon) agreed to “collaboratively develop a detailed revised
Change Management Process and an implementation schedule for the revised
process.” The attendees agreed to address four “key elements” of the Change
Management Procéss: OSS Interfaces; Product/Process and Technical
Publication; Exception Process; Escalation Process and Dispute Resolution. The

attendees also agreed to use the OBF Issue 2233 Version 2 framework as the
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baseline to develop a revised Change Management Process. In addition, the
attendees made the decision to “first re-design the OSS process, then the

Product & Process process.”

To allow team members to invite the appropriate subject matter experts to each
meeting, the attendees agreed that the team would work through the OBF
framework “section-by-section” and that the team would identify agenda items for
each scheduled working session. Generally, at the conclusion of each Redesign
meeting ther‘eafter, Judy Lee, the independent facilitator, would announce the
agenda items that the team would address at the next meeting and solicit input
on the agenda from the attending team members. On numerous occasions
during the days between meetings, various members of the team would request
specific items be added to the agenda for an upcoming meeting. In every
instance, Qwest would add the requested issue to the agenda for an upcoming
meeting. In many cases, at the next meetihg, Qwest would truncate discussion
on routine redesign issues in order to properly address the specific CLEC

~

concerns added to the agenda.

MS. KALLEBERG ATTACHED AS AN EXHIBIT TO HER DIRECT TESTIMONY
KAREN CLAUSON’S DEPOSITION TESTIMONY. DID YOU HAVE THE

OPPORTUNITY TO READ IT?

Yes.
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ON PAGE 31, MS. CLAUSON STATES THAT CMP WAS NOT PART OF THE

SECTION 271 APPROVAL PROCESS. DO YOU AGREE?

| disagree with Ms. Clauson; Change Management is certainly part of the 271
process. One of the elements that a BOC must show to satisfy the FCC that it
has met the requirements of Section 271 is an adequate change management

process.

HAS THE FEDERAL COMMUNICATIONS COMMISSION (“FCC”)
DETERMINED WHETHER QWEST’S EXISTING CMP SATISFIES THE

REQUIREMENTS OF SECTION 271?

Yes. In the Qwest 271 Order (which approved Qwest's application to re-enter
the interLATA markets in nine states), the FCC approved Qwest’s change
management process as consistent with the requirements of Section 271 of the
Communications Act. The FCC held, in paragraph 133 of that order, that
Qwest's CMP “is clearly drafted, well organized, and accessible.” The FCC also
found that Qwest's CMP provides CLECs with the opportunity to provide input on
the design and operation of the CMP, and that Qwest's CMP “provides
competitive carriers with substantial opportunities to address Qwest-proposed
changes and to initiate their own changes” (134-135). The FCC also concluded
that Qwest's CMP “provides a sufficient mechanism for resolving impasses
between Qwest and competitive LECs” (136); includes a “Stand Alone Test

Environment . . . [that] provides competing carriers with a sufficient testing
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environment to successfully adapt to changes in Qwest's OSS” (137-143); and
“provides sufficient documentation to allow competitive LECs to design their OSS
interfaces” (144). In paragraphs 145 through 152 of the Qwest 271 Order, the
FCC further found that Qwest has adhered to its CMP over time because Qwest
“validates change requests for acceptance into the process in a timely manner in
accordance with the intervals specified in the CMP” (150); “promptly implements
change requests prioritized by competing carriers” (151); and, based on
performancé data, “has established a pattern of compliance within the intervals
established in the CMP for notification of a variety of system changes” (152). In

short, the FCC determined that Qwest’'s CMP meets every Section 271 change

management requirement.

ON PAGE 34 OF HER DEPOSITION, MS. CLAUSON TESTIFIES: “BY APRIL
OF 2001, AUDREY MCKENNEY OF QWEST WAS ASKING THAT LYNN
POWERS OF ESCHELON DO NOT [SIC] RAISE ISSUES IN CMP AND LIMIT
HER PARTICIPATIONINCMP ....” CAN YOU RESPOND TO MS.
CLAUSON’S STATEMENT?

| cannot directly respond because | began my current assignment in June 2000
and my first involvement with CMP was accepting leadership just prior to July
2001. Both of the individuals who previously managed the CMP are no longer
with Qwest. However, | reviewed the CMP meeting minutes for the period of
April through June 2001. Between April 18 and June 20, Eschelon

opened/raised 20 issues and participated in discussions regarding change
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requests. Attached to my testimony as DLF-5 is a chart describing the issues
raised by Eschelon and the date the issue was raised. DLF-5 clearly shows that
Eschelon was an active participant. In fact, Eschelon opened nearly twice as
many issues as all of the other CLECs combined.

MS. KALLEBERG ATTACHES TO HER TESTIMONY AS EXHIBIT S-15 A
LETTER FROM RICK SMITH OF ESCHELON DATED FEBRUARY 18, 2002

TO WHICH YOU ARE COPIED. ARE YOU FAMILIAR WITH THIS LETTER?

Yes.

MR. SMITH ACCUSES YOU OF THREATENING ESCHELON IF ITS

REPRESENTATIVES DID NOT LEAVE A CHANGE MANAGEMENT SESSION.

DO YOU HAVE A RESPONSE?

| certainly did not make any such threats. As | testified to in my direct testimony,
I have expressed dissatisfaction with Eschelon’s conduct during its participation.
CMP Redesign was intended to be a cooperative process to determine what
change management processes should ultimately govern the way Qwest and
CLECs work together. The Redesign team sets an agenda for each meeting
according to the team’s prioritization. However, as | testified to in my direct
testimony, on several occasions, an Eschelon representative raised objectives
that were not on the agreed upon agenda and were not following the charter of
the team. This conduct was disruptive and resulted in the team not being able to

use its time to accomplish the agenda items. As a result of this conduct, |
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contacted Rick Smith and asked him to coach the Eschelon representative on
how to participate in good faith negotiations in the change management process
and how to manage her behavior so that the team could be constructive. Ms.
Clauson was asked to call Mr. Smith. She left the meeting on October 30, 2001
and did not return on October 31, 2001 or November 1, 2001, but was back for

the next session on November 13, 2001.

Moreover, | can tell you with absolute confidence that there are two things that
measure the success of my organization as it relates to CLECs’ ability to
compete fairly. First, the service performance measures, the Performance
Indicator Definition (“PID") measures, demonstrate that service for our customers
is significantly improving. The PIDs are a part of Qwest Performance Assurance
Plan (“Q-PAP”) and are subject to fines and penalties as Qwest enters 271. |
watch those metrics very closely. Over the last 12 to 18 months there has been
a significant improvement in the level of service that our customers receive.
Indeed, | receive that affirmation continually from our customers that they are

seeing service performance improvement.

Secondly, as | have stated above | have the responsibility for CMP, which is a
part of our 271 obligations, and have participated personally in that process.
That team has brought the redesign process to completion. When you look at -
Eschelon’s advocacy as it relates to other CLECs, such as change requests

either for operational support system changes or product and process changes,
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Eschelon is very active and a key part of making that process work in suggesting
ongoing changes. | certainly have conversations with Eschelon employees as a
part of Change Management. Those conversations are part of the public record
and the meeting minutes are retained and available on the wholesale web page
under our Change Management home page. The CLECs have an opportunity
after every meeting to make adjustments and changes to the minutes before they
are made part of the record.

HOW ACTIVE WAS ESCHELON IN CMP MEETINGS AND REDESIGN

MEETINGS?

As stated in my direct testimony, Eschelon has been one of the most active
participants in the CMP monthly meetings and in the Redesign meetings,
Eschelon attended every monthly CMP meeting from April 2001 through March
2002. The attendance is posted with the meeting minutes which can be found at
Qwest's wholesale CMP website. Moreover, a review of the minutes from these

meetings clearly demonstrates that Eschelon was the most vocal CLEC in

attendance.

In addition to the CMP monthly meetings, Eschelon was an active participant in
the Redesign meetings. Attached as DLF-6 is the “CMP Redesign Attendance
for Eschelon Telecom.” As is shown in this chart, for the period between July
2001 and March 2002, Eschelon attended all but three Redesign meetings. For

many of the meetings more than one Eschelon representative attended. Also
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attached to my testimony is DLF-7, which is a collection of meeting minutes for
the Redesign meetings | attended. These minutes clearly illustrate Eschelon’s

active participation in these proceedings.

IN HER DEPOSITION, ON PAGE 42 AND 43, MS. CLAUSON STATES THAT
ESCHELON WAS NOT PERMITTED TO PARTICIPATE FULLY IN CMP. DO

YOU AGREE?

No, | do not égree with Ms. Clauson’s statement. Throughout the Redesign
process, Eschelon provided a significant amount of input. For example, even
before the first Redesign meeting was held on July 11, 2001, Eschelon submitted
comments and suggestions concerning Qwest’'s Redesign Proposal. Attached

as DLF-8 is “Eschelon’s Comments on the Qwest CICMP Restructure.”

In another example, the Redesign Team in late December 2001 agreed to
develop an extensive list of outstanding CMP issues or “gaps” that needed to be
resolved. Initially, there were 165 “gaps” submitted by CLECs, Qwest and the
facilitator. Forty-two percent of the “gaps” were submitted by Eschelon.
Attached as Exhibit DLF-9 is “Combined CMP Redesign GAP Analysis” which

illustrates Eschelon’s participation in the process.

As | stated above, the records of the CMP monthly meetings and Redesign
meetings clearly reflect that Eschelon was an active participant in the CMP

meetings. Moreover, every process that was discussed during the October 16
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and 31 Redesign meetings and the November 1 Redesign meeting was subject
to review and approval by the CLECs during the “clean-up” phase of the
Redesign effort. Given that the redesigned CMP was developed one process at
a time, the Redesign Team had reached agreement that once the redevelopment
effort was completed we would review the Qwest Wholesale Change
Management Process document in its entirety, and modify it as necessary. We
referred to this process as the “clean-up” phase. At that time, Eschelon had an
opportunity to surface any concerns it had with the CMP. The “clean-up” phase

occurred after the March 2002 settlement agreement between Eschelon and

Qwest.

Eschelon also had opportunities to raise any concerns about redesigned CMP
procedures during the CMP monthly meetings. Generally, once agreement on a
given redesigned CMP procedure was reached, it was Qwest’s practice to
present that procedure at the next CMP monthly meeting and to seek approval

from the CLECs to implement the procedure.

DID ESCHELON HAVE THE OPPORTUNITY TO PROPOSE ISSUES THAT

WOULD BE DISCUSSED AS PART OF THE CMP PROCESS?

At the March 5-7, 2002 Redesign meeting, Qwest and the CLEC community
agreed upon an approach for identifying and resolving the remainder of the
significant CMP issues. The approach was designed to allow the parties to

identify the most important issues and to then reach agreement in principle or go
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to impasse on those issues by April 4, 2002. The process the parties agreed to
employ to identify and resolve the important issues allowed CLECs to raise any
and all issues they believed were significant. The parties began with the List of
Priority CMP Issues submitted by AT&T. The parties assigned each of the AT&T
issues to one of three categories, as follows: Category 1 denoted issues that
required more discussion and might have become an impasse issue; Category 0
denoted issues that required some discussion and most likely would not have
reached impasse; and Category X denoted issues that required no further
discussion. Using this process, the parties determined that there were twelve
Category 1 issues, ten Category 0 issues, and two Category X issues. Attached

as Exhibit DLF-10 is the “Ranking of ATT Priority List ltems Identified as 1's-06-

18-02.”

Both Covad and WorldCom concurred with the issues that were identified by
AT&T. Covad raised one additional issue, relating to the addition of a provision
in the CMP to allow for exceptions to the standard process, which Covad
described as a “non-controversial” issue. The parties agreed to first discuss thé
twelve issues in Category 1, which were relatively more important and might
reach impasse. These issues were then prioritized. Each party ranked the
issues in order of importance, and the rankings for each issue were averaged.
This process produced a list of the twelve issues ranked in descending order of
importance. To efficiently identify any impasse issues, the parties agreed to

attempt to reach agreement in principle regarding each issue and to defer
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crafting detailed language until all of the Category 1 issues had been discussed.
The Redesign Team was very successful in using this approach. All of the
Category 1 and 0 issues were discussed and no impasse issues were identified.
The parties reached agreement in principle regarding all twelve of the Category 1
issues, including such significant issues as the process for Qwest-originated
product and process changes, criteria for Qwest’s denial of change requests
(“CRs”), and a method for CLECs to postpone Qwest's implementation of a
product or p4rocess change. The parties also reached agreement in principle
regarding the eight of the ten less significant Category 0 issues. Though two
category 0 issues remained open for further discussion, the parties agreed that

those issues would not result in impasse.

Thus, the Redesign Team successfully identified, discussed, and reached
agreement in principle on virtually all of the issues that the CLECs identified as
the most important. The parties subsequently agreed to language that
memorialized those agreements in principle. Most importantly, the Redesign
Team agreed that none of the issues discussed would result in impasse.
Eschelon participated in this three-day Redesign session, and was involved in
the ranking of the issues list. This was one of the most important exercises that
took place in Redesign associated with identifying issues that needed to be
resolved. As is demonstrated by both the minutes and the ranking form,

Eschelon had significant input into the development and closure of the issues list.
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ON PAGE 41, MS. CLAUSON TESTIFIED THAT ESCHELON DID NOT HAVE
AN “AVENUE OF RELIEF” [F ESCHELON REACHED AN IMPASSE WITH
QWEST. DID ESCHELON HAVE THE OPPORTUNITY TO SEEK RELIEF IF IT
REACHED AN IMPASSE WITH QWEST REGARDING A PARTICULAR

ISSUE?

Yes; the Redesign Dispute Resolution Process was available to all CLECs,
including Eschelon. The process, which the Redesign team agreed to on
September 20, 2001, provided that an impasse issue that arose during the
Redesign process would be treated as an impasse issue in the section 271
proceedings pending in the states. The process called for Qwest to identify any
impasse issues in its monthly status reports regarding the Redesign process. If
Qwest failed to file a monthly status report, a CLEC could submit the impasse
issue to a state commission to be treatéd as an impasse issue in a pending
section 271 process. This process is set forth in a document entitled “CLEC-
Qwest Change Management Process Re-design Procedures for Voting and the
Impasse Resolution Process,” which is posted on the CMP Redesign Archive
page of Qwest's wholesale web site under the heading “Redesign
Documentation,” at the following

URL:http://www.gwest.com/wholesale/cmp/redesignarchive.html. This process

was invoked on only one occasion. In a February 8, 2001 report regarding CMP
issues, Qwest advised the Colorado PUC that the parties reached impasse

regarding an issue relating to whether Ordering and Billing Form (“OBF”)
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language that treats changes to meet performance measurements as regulatory
changes should be included in the Qwest CMP definition of Regulatory Changes.

The Colorado PUC decided that the OBF language should not be included.

DID QWEST ISSUE ANY REPORTS ON THE PROGRESS OF THE CMP

REDESIGN TEAM?

Yes. Qwest filed monthly status reports regarding the Redesign process
beginning in October 2001. Before it filed the first several status reports, Qwest
distributed its draft reports to the Redesign team for review and comment. Qwest
then attempted to incorporate the CLEC comments it received in the final version
of the reports that were filed. After the reports were filed, CLECs had a second
opportunity to provide comments by filing them with the state commissions.
Several CLECs, including Eschelon, submitted comments regarding the first few
draft status reports, but then reported that they were too busy to provide
comments on the drafts. Qwest then discontinued sending the draft status

reports.

DID CLECS HAVE AN OPPORTUNITY TO COMMENT ON THE STATUS

REPORT?

Yes. As explained above, CLECs had the opportunity to comment o